

% 


FINANCIAL T 


I 


«&**» 

*, ... 

If;:. W .., , 

|w« •'»«*, -I. 

*♦•■■ vateAw* -■■-s'- 

-, 

w ‘ W' i. •.. 

*®i 4**** /sn; ' 

**■ ^ ; ".: 

t$Y Ik* •>, .. 

#* . jb*- «?;< . , 

, v >*<» 

ft *v^5C-t. . 

** . j ’ 

W 6 %■-% » -.. 
%* Jfali .......... 

|Pt. • ' 

a*.**.-- 

Wjfl - <4$£-M«|W-; 

L'].: iff *- . 


. -. S :;.V 1 :-• 

-■j • .. •■>.' V 

“ i ' >jV ^ r 

f ," -■•■’^V? '* *'■ 



Romania’s PM 


Forcing down 
the bitter pill 

Page 2 


World Business -Newspaper http://www.FT. 



Mideast dialogue 


5 Europeans take 
larger role 


Euro pa. Page io 


Germany 
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S- Smugglers exploit 
J EU differences 
5 to tune of $5bn 

. • i International criminals are exploiting the 
removal of border controls and the lack of 
co-operation between member states of the 
European Union and are evading' customs duties 
worth billions of ecus, a European Parliament 
inquiry found. It said failure to clamp down on 
smuggling - mainly of cigarettes - probably 
■•V costs at least Ecu4£bn ($S.19bn) in lost reve- 
. v hubs, and losses may run into tens of billions. 

;/ Page 12 

- Split widens In Ulster; John Hume, an 
architect of the Northern Ireland peace process, 
said a vote for Sinn F§in in Britain’s forth com- 
’l ing general election would be a vote for “the 
W killing of innocent human beings by the IRA". 

His attack suggested his nationalist Social Dem- 
: ocratic and Labour party was about to make a 
.- complete break with Sinn F6in leader Gerry 
\ Adams. Page 12 

^ Eurofighter up against F-1 6: Norway said 
1 it would choose either the four-nation Euro- 
fighter or the US Lockheed Martin F-16 for its 
next combat aircraft. The announcement is a 
blow to France's Rafale fighter and the US 
| McDonnell Douglas F/A-18, and marks the first 
■ export competition between the Eurofighter and 
the F-16. Page 7 

V Brazil faces huge back-pay claim: 

" v Brazil's plans to cut its fiscal deficit faced a 
$25bn setback after its highest court ruled in 
favour of 11 civil servants who said they should 
. ^ receive a 29 per cent pay increase awarded to 
, military officers in 1993. Page 3 

Pay up by 7.6% for US executives: Chief 
executive officers in the US saw their salaries 
rise by 7.6 per cent last year, compared with 4.8 
" per cent budgeted fbr by their companies over 
all, according to a report by the Arthur Ander- 
sen consultancy and the Financial Executive 
- : institute. Page 14 

GKN hope over damages: Shares in the UK 
engineering group GEN rose after a US judge 
-> signalled he might slash a damages award. GKN 
faced penalties of up to $740m for diverting 
advertising fees from 2/500 franchisees of the 
Meineke exhaust chain in the US. Page 17 

- South Africa to scrap lamfaitines: Defence 
: minister Joe Modise said South African defence 

- forces would begin destroying a stockpile of 

- 160.000 landmines, retaining a limited number 
for training in mine removal techniques. 

Diplomat to face US charges: A Georgian 
diplomat involved in a Washington car crash 
that killed a 16 -year-old girl surrendered to 
police to face possible involuntary manslaugh- 
ter charges. Georgia had waived diplomatic 
immunity privileges for Georgy Makharadze. 

Award in fatal rugby tour crash: The 

parents of UK soldier Lt Michael Whitley, who 
1 was killed in a minib us crash on a rugby tour in 
America, have won compensation from the US 
military. Fifteen other soldiers from the Duke of 
Wellington's Regiment were hart when the US 
army driver fell asleep at the wheel. 

Radioactive cash found: Belarussian 
border guards said a businessman from Moscow . 
was found carrying radioactive US $100 bills. 
Some of the notes in the $30,000 batch were said 
to be "seriously dangerous" to people's health. 

Russia celebrates the Kalashnikov 


Life carries on in Deng’s capitalist crucible 



Fifty years on, the Russian military yesterday 
celebrated the anniversary of the Kalashnikov 
assault rifle. Mikhail Kalashnikov, the rifle’s 
78 -year-old inventor, holds one of the weapons 
at the opening of an exhibition in Moscow. More 
than 70m have been produced. Page 2 


FT-conu the FT web site provides online news, 
comment and analysis at http://wwwJFT.com 
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By John Ridding in Shenzhen 

Deng Xiaoping still gazes 
down from a giant billboard 
above the bustling streets of 
Shenzhen, the southern Chi- 
nese boomtown which became 
a crucible of his capitalist 
reforms. 

But apart from the mourn- 
ers beneath his outsize image 
and the odd red flag fluttering 
at half mast, there were few 


signs yesterday of Deng's 
passing. 

Hawkers hustled, punters 
pushed tbe local share market 
down a Tew notches and traffic 
belched exhaust fumes into 
tbe city's sour air. 

"He was a vary old man. I 
was expecting this for a long 
time," said a businessman 
standing outside the Good 
Lock Investor club. 

Nearby Ms Wao. a student. 


lingered to read the newspa- 
per tributes pinned on the 
public notice board. "It is sad, 
but we are prepared", sbe 
said. 

Such a low-key reaction 
might seem harsh given the 
close ties between Deng and 
Shenzhen's fortunes. No other 
city bears his mark so deeply - 
nor has profited so much from 
bis drive to restore China’s 
creaking economy. 


Shenzhen barely existed 
before the launch of Deng's 
reforms in 1978. Then it was 
little more than farmland, 
with dusty streets and annual 
industrial output of Yn60m 

(US$7 .2m). 

Now it is an economic 
powerhouse with industrial 
production of YnSObn, foreign 
investment of more than $9bn 
and 600 tower blocks of 18 
storeys or more. Deng, once 


dubbed China's "Number Two 
Capitalist Roader” b; Mao, 
always took the road to Shen- 
zhen to farther the cause of 
economic modernisation. 

In 1992 he toured the city to 
spark a national renewal of 
enthusiasm for tree-market 
reforms, turning China into 
one of the world's fastest- 
growing economies. 

Smartly-dressed shoppers 
now wander through Walmart 


and other western stores. 
International manufacturers 
line up alongside the leading 
edge of china's emerging com- 
panies. 

But despite Shenzhen's debt 
to Deng, yesterday's reaction 
was hi many ways a fitting 

Continued on Page 12 
China will honour Deng. Page 
4; Editorial Comment. Page 21; 

Behind the mask. Page 11 


Extra $5bn 
subsidy bid 
for Credit 
Lyonnais 


■ 


By Andrew Jack in Paris 
and Emma Tucker in Brussels 

The French government is 
about to seek European Com- 
mission approval for a plan 
which couJd provide up to 
FFr30bn ($5-26bn) in new aid 
to Cifeiit Lyonnais, the trou- 
bled bank. 

Tbe amount, far higher than 
the FFrl6bn mooted In recent 
weeks, is in addition to the 
FFr49bn already provided, 
which was by far the largest 
state subsidy ever considered 
by the Commission. The new 
demand will be examined 
closely and will attract opposi- 
tion from other large banks. 

It is also likely to provoke a 
fierce debate in France, espe- 
cially in view of leaked esti- 
mates of the hank's results cir- 
culated yesterday, which 
suggest it will be able to report 
operating profits of FFr 300m 
for 1996 and FFr3.4bn for 1997 
ahead of any financial assis- 
tance. 

A spokesman for Mr Karel 
Van Miert, European Union 
competition commi ssi oner, 
said yesterday: “Assets will 
have to be sold. There is not a 
shadow of doubt about that. 
There will be conditions and 
they win be tougher.” 

Also, it has emerged this 
week that Mr Marc Vienot, 
chairman of Society Generate, 
the rival private sector bank, 
wrote to Mr Van Miert last 
month to complain that any 
new aid would represent a 
severe distortion in the 
intensely competitive French 
banking sector. 

Mr Vfenot is already chal- 
lenging the previous state aid 


package in the European Court 
in Luxembourg, and strongly 
criticised the new sums 
demanded by Credit Lyonnais, 
arguing that the bank could 
survive without such a sub- 
stantial increase, which would 
be designed to boost its sol- 
vency ratio to 6 per cent 

French government officials 
last night played down the lat- 
est figure of FFr30bn, insisting 
that there were no detailed 
amounts in the plans to be 
submitted to Brussels. They 
said it was still impossible to 
make a dear evaluation of the 
costs involved. 

However, in a little noticed 
entry in the European Com- 
mission’s official journal of 
last December 24, the Commis- 
sion published its own esti- 
mate of what was likely to be 
demanded. It included a capi- 
tal injection of FFrBbn- 
FFrlQbn to improve the bank's 
solvency ratio, and FFriSbn- 
FFr20bn to cover the costs of 
writing off a loan Credit Lyon- 
nais was forced to make to 
finance more than FFr2G0bn in 
assets removed from its bal- 
ance sheet tor sale. 



Traders at Hong Kang’s futures exchange during frantic trading yesterday following Deng’s death 


US holds fire over Cuba panel 


By Guy de Jonqufenes 
in London 

The US yesterday kept alive 
hopes of a settlement with the 
European Union over the 
Helms-Burton anti-Cuba law 
by not seeking to block the 
formation of a World Trade 
Organisation panel to rule on 
the dispute. 

The US said it was disap- 
pointed the panel had been set 
up and would refuse to partici- 
pate in its hearings. It said 
Helms-Burton, which author- 
ises private US court cases 


Washington’s stance removes risk 
of disruption to WTO talks 


Any new aid would be the' against foreign companies 


third package submitted to 
Brussels in four years. 

In 1995, the Commission 
approved an initial rescue plan 
involving FFr45bn of state aid. 
In return it demanded that 
Credit Lyonnais sell at least 35 
per cent of its foreign assets by 
next year, including many of 
its European banking activi- 
ties. These sales are likely to 
trigger considerable capital 
losses for the bank. In October 
last year, it approved a further 
FFr3.9bn of emergency aid. 


“trafficking" in Cuban assets 
confiscated by the Castro 
regime, was a matter of for- 
eign policy and national secu- 
rity, not a trade issue. 

However, if talks with the 
EU failed to resolve the dis- 
pute promptly, Washington 
said it would make its objec- 
tions formal, and declare that 
tbe panel had "no competence 
to proceed". 

The European Commission 
said Washington's stance had 
removed the risk of a disrup- 


tive confrontation over estab- 
lishment of tbe panel and left 
the door open to further nego- 
tiations. “It’s fine with us,” a 
spokesman for Six Leon Brit- 
tan. EU trade commissioner, 
said. 

Both sides said they were 
determined to continue seek- 
ing a solution, and that negoti- 
ations so far had made good 
progress. 

EU officials said Mr Stuart 
Eizenstat, US President Bill 
Clinton’s special Cuba envoy, 
had recently put proposals to 
Sir Leon which “constituted 


the basis for negotiations", 
though they did not meet all 
the EITs demands. 

Yesterday's US statement 
was made after Mr Renato 
Ruggiero, WTO director-gen- 
eral, responded to an EU 
request by naming the mem- 
bers of a disputes panel to 
hear the Helms-Burton case. 

The panellists are Mr Arthur 
Dunkel, a Swiss former direc- 
tor-general of the General 
Agreement on Tariffs and 
Trade, the WTO’s predecessor; 
Mr Tommy Koh. Singapore's 
ambassador-at-large; and Mr 


Edward Woodfield. formerly 
New Zealand's chief trade 
negotiator. 

The panel has six months to 
reach a decision on the EU*s 
complaint that Helms-Burton 
violates WTO rules. President 
Clinton has promised to con- 
tinue waiving the law's main 
provisions every six months, 
provided the EU keeps pres- 
sure on Cuba to promote 
democracy. 

But Sir Leon says the US 
must provide stronger safe- 
guards against the application 
of Helms-Burton and of the 
D’ Amato Act. winch penalises 
foreign investors in the energy 
Industries of Libya and bran. 

World Trade, Page 7 


This announcement appeals as a matter of record only. February 1997. 


Russian steel company in 
shareholder rights battle 


CANDOVER 


By John Thornhill in Moscow 

A group of foreign and 
Russian investors yesterday 
launched a high-profile legal 
battle to force one of Russia's 
biggest manufacturing com- 
panies to respect shareholder 
rights. 

Novolipetsk Metallurgist 
Kombinat (NLMK), which pro- 
duced 17 per cent of Russia's 
steel output last year, has 
rejected for “technical rea- 
sons" the candidates proposed 
as independent directors by 
the investor group. 

Tbe investors said yesterday 
that its second attempt in two 
years to nominate four inde- 
pendent directors to serve on 
the company's nine-member 
board had again been dis- 
missed out of hand. 

The row is seen by many 
other investors as an impor- 
tant test of the country’s cor- 
porate governance regime. 

It is part of a wider struggle 
to establish and enforce the 


concept of shareholder rights 
in Russia’s half-formed market 
economy. Investors claim the 
dispute was even raised during 
the recent visit of Mr Victor 
Chernomyrdin, prime minis- 
ter, to Washington. 

The investor group includes 
Cambridge Capital Manage- 
ment. a US hedge fund, the 
Sputnik fund in which Mr 
George Soros is a significant 
Investor, and Oneximbank, 
one 'of Russia’s most powerful 
commercial banks. Salomon 
Brothers, the investment ba n k, 
is advising Cambridge Capital 
Management 

It has collectively bought 
more than 40 per cent of 
NLMK’s shares over the past 
few years but has been unable 
to obtain meaningful financial 
statements or appoint external 
auditors. Under Russian law, 
any shareholder with more 
than 2 per cent of a company's 
equity has the right to nomi- 
nate directors for approval at 
its annual meeting. 


CONTENTS 


The investor group has now 
instructed Mr Henrikh Padva, 
one of Russia's most experi- 
enced litigators, to press its 
claim through the courts. The 
outside investors want to 
appoint board members to 
open the company's operations 
to outside scrutiny. The inves- 
tors hope to resolve the dis- 
pute before a shareholder 
meeting in April. 

Mr Ivan Frants enyuk. the 
company's general director, 
said the company had little 
need of outside heip- 

“ln 1997 the group of outside 
shareholders forwarded a list 
of six candidates out of nine. 
Regrettably, it is essential to 
observe that from this stated 
group there have been abso- 
lutely no suggestions other 
than the idea of recapitalising 
the company and issuing debt 
instruments." He added tbe 
company had performed “satis- 
factorily" in 1996. 

Editorial Comment, Page 11 
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£726.5 million 
sale 

of 

Eversholt Holdings Limited 

to 

Forward Trust Group 

(A subsidiary of HSBC Holdings pic) 

Candover Partners limited 

Led, Arranged and Negotiated the 
MBO of Eversholt Leasing from 
HM Government in February 1996 


.Issued by Candover Partners Limited, 20 Old Bailey. London EC4M 7LN. 
Regulated by IMRO. 













FINANCIAL TIMES FRIDAY FEBRUARY 2 1 1997 



Berlusconi offers ‘pact for Europe’ 


Opposition leader proposes bipartisan approach on monetary union 


By Robert Graham In Rome 


Mr Silvio Berlusconi, leader 
of Italy's rightwing opposi- 
tion, yesterday proposed a 
“pact for Europe” with the 
centre-left government to 
ensure the country took part 
in the single European cur- 
rency. 

The offer of a bipartisan 
approach to head off the 
potentially explosive issue of 
Italy's exclusion from the 
core of countries forming the 
euro received a cautious 
reaction from the govern- 
ment 


This was largely because 
of the astute timing of the 
offer. It was made on the 
opening day of the congress 
of the Party of the Demo- 
cratic Left (PDS), the domi- 
nant partner In the centre- 
left government. 

Mr Massimo D'Alema, 
leader of the PDS. has been 
trying for some time to per- 
suade Mr Berlusconi to 
adopt a bipartisan approach 
on key national issues. But a 
sizeable proportion of the 
PDS is wary of doing a deal 
with Mr Berlusconi - not 
least because they fear this 


would Involve substantial 
cuts in pension and welfare 
benefits. 

Mr Berlusconi launched 
his offer in a letter to the 
PDS congress published on 
the front page of LUntta, the 
party daily newspaper. The 
letter said every party had to 
confront seriously the idea 
of “a pact for Europe which 
does not eliminate the differ- 
ences between government 
and opposition but helps the 
country move in the right 
direction”. 

Expanding on this theme 
he said: “Each party must 


retain the role assigned by 
the electorate. ... but every- 
one must coordinate a com- 
mon stance on specific ques- 
tions of national interest" 

He pointed out that gov- 
ernment and opposition had 
already done this in January 
to form the joint parliamen- 
tary commission to draw up 
proposals for constitutional 
reform. 

Mr Berlusconi's main ally, 
the rightwing National Alli- 
ance (AN), was sceptical. 
But AN has much to lose by 
his moving closer to the gov- 
ernment Outright rejection 


of the proposal came from 
the hardliners in Recon- 
structed Communism (RC) 
who suspect Mr Berlusconi 
and Mr D'Alema might forge 
an agreement to reform pen- 
sions at their cost 
However, any government- 
opposition deal would 
Increase the lik elih ood of the 
1998 budget being brought 
forward to this summer and 
it being allowed to cover 18 
months. Bringing the budget 
forward was proposed last 
month by Mr Carlo Azeglio 
Ciampi, the treasury minis- 
ter, in an attempt to add 


credibility to Italy's commit- 
ment to achieve a sustained 
improvement in its public 
finances. 

• The government yester- 
day received an encouraging 
boost on the inflation front 
Preliminary figures from the 
country's main cities showed 
rvincnmpr prices in February 
were only Increasing at 2 3. 
per cent on an annualised 
basis. This was largely 
because of a drop in electric- 
ity charges. But if con- 
firmed, inflation will be run- 
ning at well below the 1997 
target of 2^ per cent 


Emi plea on bank payments systems 


By Wolfgang Mtmchau, 
Economics Correspondent 


The European Monetary Institute, 
forerunner of the future European 
central bank, yesterday urged EU 
member states to step up efforts to 
harmonise national payments 
systems ahead of monetary union. 
These systems are the way in which 
banks and central banks conduct 
their financial transactions, and the 
request highlights one of the most 
important technical issues still to be 
resolved. 

Central banks use the payments 
systems to provide commercial 
banks with intra-day or overnight 
liquidity, or for security repurchase 
agreements, a key monetary policy 
instrument In most EU member 
states. The banks, in return, put up 


collateral in the form of high quality 
securities. 

The Frankfurt-based Emi said 
national systems were insufficiently 
compatible, differing in respect of 
opening hours, settlement times and 
legal rules. They would also need to 
be compatible with Target, the 
future real-time payment system for 
the euro. 

“Even though all systems are cur- 
rently able to provide settlement ser- 
vices for securities transactions by 
means of some form of delivery ver- 
sus payment Tnechanism, major dif- 
ferences exist concerning partici- 
pants in the systems, settlement 
procedures, risk manag*»mi»n t mea- 
sures, legal aspects, and the involve- 
ment of the central bank," It said. 

These systems were not yet truly 
European, the Emi pointed out For 


example, it was uncommon for com- 
mercial banks to use securities 
deposited in another member state 
as collateral "Present arrangements 
would probably be inadequate to 
enable central banks' counterparties 
in monetary policy operations to use 
securities deposited in another mem- 
ber state in a systematic way.” 

To bring about a system that did 
not discr imina te on the basis of a 
collateral's “nationality”, the Emi 
proposed two scenarios to create an 
interface between national central 
banks that would allow foreign 
deposits to be used as collateral. 

Under one model a commercial 
bank seeking liquidity from a cen- 
tral bank in country A could deposit 
collateral with a national central 
bank in country B, which would 
take on the role of a custodian. 


Under an alternative scenario, the 
central bank in country B would 
give a legally binding guarantee to 
the central bank in country A While 
the two scenarios may have different 
legal ramifications, they both 
involve two national central banks 
as opposed to only one. 

The Emi outlined a two-tier sys- 
tem to determine which securities 
qualify as collateral. Tier-one securi- 
ties would be part of a common list 
acceptable anywhere in the Emu 
area. National central banks could 
also propose tier-two lists, made up 
of securities relevant to their local 
markets. 

The institute also urged further 
harmonisation of opening hours. ft 
was agreed last year that Target will 
be open between 7am and 6pm cen- 
tral European time. 


Romanian PM 
plays high 
stakes game 


Ciorbea’s challenge 


On the economy 
ling to one of our proverbs, a poor, man; 
afford to buy cheap things. In the same 
are too poor to afford the sort of economy' 
we have now.’ 


Chrystia Freeland on a daring 
bid to transform the economy 


M r Victor Ciorbea, 
the prime minister 
of Romania, could 
not resist borrowing Chur- 
chill's famous promise of 
“blood, toil, tears and sweat” 
when he announced his radi- 
cal economic reform pro- 
gramme this week. 

He is not leading his 
nation to war. But he has set 
Romania one of the greatest 
challenges a country in 
peacetime can face: a tough 
economic reform programme 
which he predicts will 
depress gross domestic prod- 
uct by 2 per cent this year 
and deprive the average fam- 
ily of a month's salary. 

Speaking in an office hum- 
ming with the exhilaration 
and exhaustion of a war 
room. Mr Ciorbea claimed 
Romania's desperate eco- 
nomic circumstances bad 
left his new administration 
with no alternative. 

"We are applying intensive 
care treatment to a gravely 
ill economy," be said, rub- 
bing eyes heavy with the 
strain of two months of 
intense work cobbling 
together Romania's boldest 
ever attempt at market 
reforms. 

This week Mr Ciorbea's 
centre-right government, 
elected last November, set in 
motion a bold combination 
of macroeconomic stabilisa- 
tion and structural reforms. 
The government has prom- 
ised to slash the budget defi- 
cit from last year's giddy 
heights of 12-13 per cent of 
GDP to just « per cent this 
year. 

Most state-controlled 
prices were liberalised this 
week, causing queues for the 
last artificially inexpensive 
goods. The foreign exchange 
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market was thrown open, 
some taxes will be increased 
and the cabinet hopes to rein 
in inflation by the end of the 
year. 

At the same time Mr Cior- 
bea has set out a programme 
of vigorous structural 
reforms. He promises to pri- 
vatise 50 companies a week, 
force inefficient, state-owned 
industrial giants into bank- 
ruptcy and eliminate dis- 
guised subsidies (unrepaid 
central bank loans) to the 
agricultural sector which 
sank the Romanian economy 
last year. 

International Monetary 
Fund officials say the pro- 
gramme is Romania's fourth 
stab at macroeconomic stabi- 
lisation since the 1969 revo- 
lution which deposed and 
executed the Communist dic- 
tator Nlcolae Ceau$escu, 

“Unfortunately, in the 
past, only a few macroeco- 
nomic measures were taken. 
Moreover, they were not 
accompanied by deep, struc- 
tural reforms and therefore 
they failed,” said Mr Cior- 
bea, a lawyer and former 
mayor of Bucharest. 

By combining austere 
macroeconomic stabilisation 
with nitty-gritty structural 
reforms (the plan includes 
privatising 55 state -owned 
pig and poultry farms}, he is 
convinced his plan will avoid 
the fate of its predecessors. 

“The Romanian people 
have been asked very often 
to make sacrifices. We are 
asking them to make 
another sacrifice, but for the 
last time,” Mr Ciorbea said, 
in the slow, measured 
rhythms of his native Tran- 
sylvania, a dialect Roma- 
nians associate with trust- 
worthiness. 

“If we apply all these mea- 
sures together, macroeco- 
nomic stabilisation, privati- 
sation and restructuring, we 
will succeed, so that in six 
months we will begin to see 
positive results,” he said. 

Mr Ciorbea's enthusiasm 
has won over western finan- 
cial institutions. He led a 



On the reforni .package 
applying Hitensive care treatment tea 
’ gravely HI economy.' 


On attr acti ng foreign investment 


'It Is not enough to make a good offeri it_ 
must be a shockingly good lOffar.’ : 


On previous failures 
% ‘Only a few macro-' 
te measures were 
i. They wereriot 
panied'bycteep, 
reforms; 1 ., 



™ rnffifr^- iiTu 

Romanians queue for bread, the price of which is expected 
to rise sharply under the economic programme 


marathon negotiating ses- 
sion which ended at 5am on 
Sunday, in which Romania 
concluded a preliminary 
agreement with the IMF and 
World Bank for some $1.2bn 
in loans. 

The prime minister's next 
target is international inves- 
tors. “All countries of our 
size are looking for foreign 
investors,” he told Roma- 
nians this week. “We have 
arrived late in this competi- 
tion and that is why it is not 
enough to make a good offer. 
It must be a shockingly good 
offer one which cannot be 
ignored." 

He said he would give for- 
eigners unlimited and equal 
access to privatisation and 
ensure that the process was 
transparent. Bucharest is 
also planning to tap into 


international capital mar- 
kets to raise between Slbn 
and §2bn with hard currency 
government bonds this year. 

But Mr Ciorbea, a former 
trade union leader, realises 
that the workers he once 
represented will be among 
those hardest hit by the aus- 
terity package. To soften the 
blow, his programme sets 
aside 10 per cent of GDP to 
fund targeted social assis- 
tance to the country's poor- 
est. including tripling tbe 
□umber of soup kitchens and 
increasing child support and 
old age pensions. 

Even so. Mr Ciorbea pre- 
dicts that the former Com- 
munist opposition, which 
ruled the country until the 
autumn ballot, will seek to 
capitalise on the high Initial 
price of reform. Ex-Commu- 


nists still control important 
state-owned industries and 
the bureaucracy. 

“The opposition is betting 
on the fact that there are 
strong economic structures 
which are opposed to reform, 
structures which they con- 
trol." he said. “They will try 
to exploit social tensions." 

Mr Ciorbea remains "opti- 
mistic" that Romanians will 
resist populism and stoically 
suffer the next six months 
“because people know we 
have no alternative”. 

His government has bol- 
stered what, for now, seems 
to be impressive support for 
the tough programme on the 
streets of Bucharest with an 
aggressive public informa- 
tion campaign. Tbe prime 
minister has also launched a 
high-profile attack on cor- 
ruption to convince his 
countrymen that the harsh 
policies are for the collective 
good and not in the interests 
of a narrow and venal elite. 

In common with the citi- 
zens of most post-commu- 
nist nations of eastern 
Europe, Romanians passion- 
ately hope to join the west- 
ern side of the continent Mr 
Ciorbea has told them that 
the only way to do that is to 
swallow his bitter economic 
medicine. 

When he announced his 
reform package, he spoke of 
the “humiliation" Roma- 
nians have felt over the past 
few years as their country 
fell behind in the eastern 
European race for integra- 
tion with the west. 

As the last of the cheap 
petrol and bread run out, Mr 
Ciorbea is hoping that the 
dream iff joining their west- 
ern neighbours will give 
Romanians the patience to 
endure just a little bit lon- 
ger. 


Angry clashes flare in Tirana 


Albanian protesters 
yesterday stoned riot police 
who threw stones back and 
fired live rounds into the air 
to disperse an angry crowd 
in the worst violence the 
capital Tirana has seen 
since popular unrest erupted 
last month, Reuter reports 
from Tirana. 

Truckloads of police, sup- 
ported by plain-clothes secu- 
rity fbrees, beat protesters, 
pushing back a crowd of 
about 1,000 people which 
attempted to push back into 
tiie city centre after an anti- 
government demonstration 
in the suburbs had ended. 


A police cordon trying to 
hold them back gave way 
and tbe protesters con- 
fronted riot police. Wit- 
nesses counted at least four 
people who were bleeding, 
either from stones or being 
hit by police batons. 

About an hour after the 
clashes, police bad again 
taken control and the situa- 
tion in tbe capital returned 
to calm, but security forces 
kept a high profile. 

Earlier, some 7,000 pro- 
testers demonstrated peace- 
fully at a football field out- 
side Tirana against the 
government's handling of 


the collapse of a series of 
pyramid schemes which 
wiped out the savings of 
thousands of Albanians. 

Investors blame the right- 
wing government of Presi- 
dent Sail Berisha and his 
Democratic party for not 
regulating the schemes. In 
Tirana, Mr Berisha 
addressed a rally of some 
5,000 party faithful. 

Throughout the day, thou- 
sands of desperate investors 
swarmed around the coun- 
try's biggest holding com- 
pany after it offered to 
refund money to thousands 
of small investors. More 


than 2,000 people pushed 
and shoved at the fence 
around the main payout 
office of the Vefa bolding 
company, which froze all 
accounts last month. 

Vefa, which has 240 busi- 
nesses and 60,000 investors, 
froze its client accounts, 
fearing panic withdrawals 
after the fraudulent compa- 
nies collapsed. On Wednes- 
day Vefa said it would allow 
those with deposits of 95,000 
or less to withdraw their 
money. That could mean 
paying 46,000 people about 
$240m over the next two or 
three weeks. 



Russian 
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fires 

national 


pride 


By Chrystia Freeland 
In Moscow 


Russia's top brass, 
humiliated by Nato plans to 
expand eastward and bedev- 
illed by chronic underfund- 
ing. yesterday retreated to a 
happier era in an exuberant 
celebration of thp 50th anni- 
versary of the invention of 
the Kalashnikov rifle. 

“Happy Birthday to You, 
Kalashnikov'” proclaimed 
Krasnaya Zvezda, the army 
newspaper, in a banner 
headline. 

A flattering picture of the 
birthday boy accompanied 
an article proudly describing 
the Russian rifle's interna- 
tional popularity - some 
70m have been made and it 
is used in 55 countries. 

The Kalashnikov “has 
killed millions of foreign- 
ers,’' Moskovsky Kamsomo- 
lets, the capital city's most- 
read newspaper, observed 
cheerfully - but adding 
glumly: “Unfortunately, it 
has also helped quite a lot of 
Russians to leave this 
world." 

The biggest birthday party 
was thrown at the Museum 
of the Armed Farces, where 
an exhibition devoted to the 
history of the Kalashnikov 
opened yesterday. 

Mare than 40 are on dis- 
play, including one which a 
north Vietnamese fighter 
once used to kill 78 US sol- 
diers in a single battle. 

Stalin’s personal Kalash- 
nikov and a flag of Mozambi- 
que, which includes a draw- 
ing of the Russian rifle, are 
also featured. 

For the elite Russian gen- 
erals whose battered black 
Volga cars crowded around 
the museum entrance, it was 
a moment to savour past tri- 
umphs. 

"The Kalashnikov is the 
world's most reliable instru- 
ment of war," said General 
Vladimir Mikheev, as he 
stood an the museum steps, 
just a few feet from the 
man-sized bust of Lenin 
which towers over the build- 
ing's central stairway. “The 
Kalashnikov represents the 
genius of Russia. 

‘Now is a very difficult 
period in Russia's history," 
be said. "But we have had 
many difficult periods and 
we have always survived. 
Historic achievements like 
tbe Kalashnikov help the 
young boys who are only 
now joining the army to 
have faith in the future.” 

In one of the museum's 
reception rooms, Moscow’s 
past and present military 
establishment toasted Mr 
Mikhail Kalashnikov, the 
rifle's 78-year-old inventor, 
who was tossed into an army 
prison when he came up 
with Russia's most famous 
gun. He was a regular sol- 
dier on sick leave who, like 
all of Stalin's men, was dis- 
couraged from taking initia- 
tives. 

One daring Moscow daily 
newspaper threw a wet blan- 
ket In the direction of the 
festivities by reminding 
readers that, in recent years, 
Kalashnikovs have been 
mare effective in the hands 
of Russia’s opponents than 
its own soldiers: the mujahi- 
deen in Afghanistan and the 
fighters in Chechnya were 
armed with the rifle 
designed by their adversary. 
But Russians, convinced 
that Nato's planned east- 
ward expansion wffL set the 
seal on their nation's decline 
as a military power, took 
solace in one development 
The still sprightly Mr Kal- 
ashnikov is reported to have 
recently taken a business 
trip to Turkey on behalf of 
the factory now run by his 
son. “Even though they are 
part of Nato, the Turks like 
Russia's guns,” one Moscow 
observer said. 
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Russia warning 
to 



Mrs Madeleine Albright the US secretary of state, arrived 

on her maiden visit to Moscow yesterday to fece a chorus 
of opposition to the eastward expansion of the Nato 

military alliance. 

Mr Yevgeny Primakov, the R ussi a n foreign minister, 
led the attack with the warning that “Russia has a 
negative position on Nato expansion and will continue to 
bold this position". 

His words were echoed by a Kremli n spokesman, a top 
c ommunist politician and one of Russia's most prominent 
businessmen. Mrs Albright is making a two-day visit to 
Russia in an effort to persuade Washington’s former cold 
war opponent that Nato enlargement does not pose a 
threat. 

But the Kremlin yesterday in turn received a dressing 
down from the country many Russians believe should be 
their partner. In an int e rview in a Moscow, newspaper, Mr 
Tjvmid Kuchma, the Ukrainian president, accused Russia 
of taking an impe rialis t attitude towards Ukraine and said 
the Kremlin's aggression was pushing its neighbours into 
Nato’s embrace. Chrystia Freeland, Moscow 


Concern over Swedish wages 


Swedish wage increases are running at a rate of ■LS per 
cent a year - well ahead of the European average - at a 
Ht^p of slight deflation in the economy, a group of 
economists reported yesterday. 

■ They warned that the wage rises threatened to cause an 
increase In unemployment, already naming at a record 
level of more than 13 per cent of the workforce. The 
group, appointed by the Social Democratic government to 
monitor labour market developments, said average wage 
increases had reached 4.5 per cent in both 1995 and 1996 
ami were set to be at the same level this year. Within 
industry, +ha level was 5.5 per cent. This compares with a 
European average of 3.5 per cent over the past two 
years. Bugh Comegy ; Stockholm 


Spain back on track 


Roads in Spain returned to normal yesterday, according 
to traffic authorities, after striking truck drivers ended 
two weeks of blockages without securing their demands. 

Most factories hit by supply shortages during the strike 
were back at work. The Volkswagen group's main 
German plant at Wolfsburg was set to resume production 
of the Polo model, interrupted because of lack of 
components from Spain. 

However. Mr Javier Arenas, labour minister, warned 
that the stoppage would have a “negative” impact on the 
economy and on employment figures. Employers in the 
Basque region said the strike, which mainly affected 
northern areas, had caused the loss of contracts which 
could not be recovered. 

The strike by self-employed drivers was called off on 
Wednesday night after five days' negotiations with the 
government. David White. Madrid 


French tax proposals 


The French government expects proposals for a reform of 
the country’s “taxe professionnelle” or local business tax 
system by this autumn, it indicated yesterday . 

Mr Jean Arthuis, finance and economics minister, said 
the full 20 members of tbe commission, which win be 
chaired by Mr Christian Poncelet, head of the finance 
commission of the Senate, would be announced next 
week. He suggested that the way in which the tax is - 
calculated, who is liable to pay it and the rates imposed 
would all be up for discussion, and indicated that tbe 
public sector's own role -as the larger contributor to the 
tax - was likely to diminish. Andrew Jack, Paris 


Poland backs Holocaust bill 


Poland's parliament yesterday approved a bill on state 
relations with Jewish communities, which win enable the 
nine tiny congregations to recover some properties lost' or 
stolen by the Nazis during and after the second world ... 
war. 

Mr Pawel WUdstein, head of the Union of Jewish 
Communities in Poland said: “The Union and I are fairly 
pleased that after 800 years of our existence on Polish soil 
we have got a basic document like this law regulating 
relations between the state and the Jews.” 

Mr WUdstein ridiculed talk that the property Jewish 
bodies could potentially reclaim represented huge 
fortunes. Reuter, Warsaw. 


Brussels avoids censure vote 


The European Parliament yesterday failed to back a 
no-confidence vote in the European Commission over its 
handling of the “mad cow” crisis, but the motion 
attracted a significant protest vote of 118. 

The censure motion - only the third erf its kind to be ' 
brought since direct elections to the parliament began in 
1979 - required at least 314 votes, plus a two-thirds 
majority of votes cast Neil Buckley. Strasbourg 


- On Wednesday Romanian police arrested Mr Alexandra 
Dinulescu, the former president of the private Bank coop 
bank, on charges of taicmg bribes and granting 
preferential credits, state television reported. 

■ The trial of Formula One Wllliams-Renault team chief 
Frank Williams and five others accused of manslaughter, 
over the death of rating driver Ayrton Senna was 
adjourned yesterday until February 28. 


ECONOMIC WATCH 


German M3 shoots up 
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German money supply 
growth quickened in 
January and was well 
above tbe annual 5 per: rwnt 
guideline for this year and 
next set by the 
Bundesbank in December, 
measure of faroad 
_ , was up a seasonally 
adjusted L9 per cent in 
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adjusted L9 per cent in - - 
January compared with the 
V - average of the final quarter 

of last year - an 
annualised rate of 1L7 per 
cent Against the final •• 
quarter of 1995, itgrew at 
an annualised 8.6 per cent 
against 741 per cent in 
December. The January . 
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figure was strongly affected by a large “statis tical 
overhang" at the end of last year, the bank said, adding 
that money supply numbers early in the year tended to be 
exaggerated. However, the figures damped hopes of lower 
official interest rates In the near fixture. Mr Stephen King 
chief European economist of London broker HSBC James' 
Capel, said the “bias towards easing” in Bundesbank ' 
policy was beginning to fade. As expected, key interest 
rates remained unchanged yesterday. 

The Bundesbank regards MS as an important advance 
indicator of inflation. Another warning yesterday : 
when the Federal Statistics Office aimounced wholesale . 
prices had jumped by \2 per emit compared with 
December and fay L5 per cent against January last year. 
The price rise was influenced by harsh wtotercenditione 
and the fall in the D-Mark's value. Peter Norman, Bohn 
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NEWS: EUROPE 


worker ban starts storm in 
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By Eric Frey in Vienna 

A far-right member of an 
Austrian provincial govern- 
ment yesterday started a 
political storm when he 
barred contractors employ- 
ing workers from outside the 
European Union from win- 
ning public-sector construc- 
tion projects. 

“With 30,000 Jobless work- 
ers in Carinthia, we have to 
ensure Carinthians find jobs 
and income first," Mr Karl- 
HeJtnz Grasser, economics 
councillor in the southern 
province of Garin thia, said 
announcing the ban. 


Carta thia, which has one 
of the highest jobless rates 
in Austria, Is a stronghold 
for Mr Jorg Haider, leader of 
the far-right opposition Free- 
dom Party, who used anti- 
immigration rhetoric in last 
October's elections to the 
European Parliament, win* 
ning 28 per cent of votes. 

Mr Grasser, 29. is a close 
aide to Mr Haider. The party 
leadership endorsed Mr 
Grasser's order and called 
for similar measures across 
Austria, Mr Balder this week 
used a special parliamentary 
session on unemployment to 
call for expulsion of all for- 


A Belgian law that states citizens from 
other European Union countries must 
leave the country if they have not 
found jobs within three months 
violates the fundamental light of EU 
citizens to seek work across the Union, 
the European Court of Justice ruled 
yesterday, Reuter reports from 
Luxembourg. 

It said countries may require 


unsuccessful job hunters to leave after 
a “reasonable period", but they most 
be given a chance to prove they are 
continuing to seek work and have a 
genuine chance of finding it 
The court also upheld a European 
Commission argument that two other 
laws represented financial mid 
administrative obstacles to the free 
movement of workers. 


One requires workers from other EU 
countries planning to stay for at least 
one year to obtain and pay for two 
three-month registration certificates 
i ns tead of a residence permit during 
their first six months in the country. 
Another requires those expecting to 
stay for no more than three months to 
obtain and pay for a residence 
document. 


eigners without a job. 

All other parties, unions 
and business representatives 
denounced the order, and 
constitutional experts said 
the decree was- unlikely to 
survive a challenge in court 


“It violates the public pro- 
curement rules and h as no 
legal base.” said the Carin- 
thlan business chamber. 

The province's governor. 
Mr Christof Zematto, a 
member of the conservative 


People’s Party, warned of 
serious damage to the inter- 
national reputation of his 
province, which relies 
heavily on tourism. 

In recent weeks, unem- 
ployment has topped 300,000 


for the first time since the 
second world war, pushing 
the Social Democratic and 
People's parties, the mem- 
bens of Austria’s ruling coali- 
tion, towards a tougher line 
on foreigners. 
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Striking Greek 
teachers clash 
with riot police 
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By Kerin Hope in Athens 

Striking Greek teachers 
yesterday scuffled with riot 
police outside the education 
ministry in central Athens, 
as the Socialist government 
hardened its position in the 
latest dispute over efforts to 
tighten fiscal policy and 
restrain public sector pay. 

Primary schoolteachers 
had returned to work after 
deciding to suspend a 
month-long strike, but sec- 
ondary teachers said they 
would extend the walkout 
for another week. The dis- 
pute has grown increasingly 
bitter, with the government 
threatening to fine striking 
teachers and- to extend the 
school year into the summer. 

Secondary teachers are 
demanding a 40 per cent 
increase in their basic 
monthly salary to Dr250,000 
($950) and the hiring of 6.000 
more teachers to reduce 
class sizes and keep schools 
open in mountain districts 
and on remote Aegean 
islands. 

The government has 
offered Drl5,000, equivalent 
to 8.5 per cent, in three 
instalments. But the educa- 
tion ministry says it cannot 
appoint any more teachers 
before new legislation to 


freeze public sector hiring 
for the three years. 

In parliament on Wednes- 
day Mr Costas Simitis, the 
prime minister, broke with 
the Socialist tradition of sup- 
porting trade union activity 
and strongly criticised mili- 
tant leaders of OLME, the 
secondary teachers' union. 
He accused it of using talks 
with ministry officials on 
improving educational stan- 
dards "simply as a means to 
press for extra pay”. 

The dispute is the latest in 
a series of confrontations by 
special interest groups seek- 
ing concessions on tax and 
wage changes introduced in 
this year's budget The gov- 
ernment needs a sharp 
reduction in the public defi- 
cit to keep alive Greece’s 
chances of qualifying for the 
single European currency in 
the medium term. 

Earlier this month it freed 
down a second attempt by 
farmers to win write-offs of 
debt owed to the state-owned 
Agricultural Bank and tax 
breaks for buying farm 
equipment by blockading the 
main north-south highway. 
Civil servants opposed to a 
new pay scale, and seamen, 
who object to having to pay 
income tax, have staged 
repeated strikes. 


Three-pronged initiative aimed at bolstering financial infrastructure 


Bonn signals markets reform 


By Peter Norman in Bom 

The German government 
yesterday signalled a three- 
pronged initiative to expand 
the country’s financial mar- 
kets and channel more risk 
capital into investment and 
jpbs. 

Mr Theo Waigel. the 
finance minister, said his 
department would publish 
next month a preliminary 
draft of a long promised 
“third financial market pro- 
motion law" to strengthen 
Germany's financial infra- 
structure, aimed at taking 
effect at the be ginning of 
1998. 

The legislation would 
include deregulation mea- 
sures to encourage an equity 
culture, promote stock mar- 
ket listings, strengthen the 
competitive position of Ger- 
man bourses and improve 
investor protection. 

It- would widen the scope 
of investment funds so that 
savings could be channelled 
indirectly into companies. 

It would also remove 
restrictions that have lim- 
ited the scope of investment 
companies to take stakes in 
enterprises that do not want 
to be listed on stock 
exchanges in an attempt to 
strengthen the access to cap- 
ital of technology -oriented 
and small and medium-sized 
companies. 

Addressing the Bundestag 
in a debate on Germany's 



Chancellor Helmut Kohl, CDU parliamentary leader 
Wolfgang Schaenble (front), and Theo Waigel, finance min- 
ister (hack), arrive at the Bundestag yesterday n *** 


4.66m unemployed and the 
government’s annual eco- 
nomic report the minister 
told MPs the planned 
reforms would give “an 
important push" to the 
labour market 
With an eye to next Mon- 


day’s meeting between lead- 
ers of the government and 
the opposition Social Demo- 
cratic party, he also urged 
• the SPD to work with the 
government to implement its 
tax reform plans. 

The finance ministry yes- 


terday outlined 19 areas of 
action that it planned to put 
in the financial market pro- 
motion biH 

These included easier 
access to stock market list- 
ings for young companies 
and the recognition of pro- 
spectuses in foreign lan- 
guages. less red tape, greater 
recognition of modem tech- 
niques such as book building 
and the issue of medium- 
term note programmes and 
easier rules for delisting. 

In the investment fund 
sector it plans to permit 
mixed equity and property 
funds, index tracking funds 
and equity funds with a lim- 
ited life. Fund managers will 
be given more scope to 
invest in derivatives, will be 
permitted to engage in secu- 
rities repurchasing (repo) 
arrangements and be given 
greater flexibility to manage 
their liquid assets. 

Disclosure of the minis- 
try's plans came as the 
Munich-based Ifo economic 
research institute reported a 
strong Jump in its west Ger- 
man business confidence 
indicator from 90.9 in 
December to 93.3 in January, 
its highest level since June 
1995. 

However, the Bundesbank 
also reported that German 
gross domestic product fell 
slightly by 0.2 per cent in the 
final 1996 quarter compared 
with the previous three 
months. 


NEWS: THE AMERICAS 


Brazil court judgment may hit deficit cut 
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President Cardoso: his 
government ‘infringed 
constitutional Tights of 
the 11 civil servants’ 


By Geoff Dyer in SSo Paulo 

Brazil's plans to cut its fiscal 
deficit were thrown into con- 
fusion yesterday by a deci- 
sion from the country’s high- 
est court which could leave 
the government facing a bill 
of over $25bn. 

The Supreme Federal Tri- 
bunal judged in favour of an 
action taken by 11 civil ser- 
vants who claimed they 
should receive a 29 per cent 
pay increase which was 
awarded to military officers 
in 1993. 

The finance ministry said 
it did not yet know what the 
cost of the court’s judgment 
would be, but economists 
said that the government 


could have to pay an extra 
$5bn a year plus $20bn in 
backdated pay. 

President Fernando Hen- 
rique Cardoso was reported 
to have commented after the 


judgment: “It's a shame that 
they did not think of Brazil.” 
The Supreme Tribunal 
ruled that the government 
bad infringed the constitu- 
tional rights of the 11 civil 
servants by only awarding 
the pay increase to the mil- 


itary, thus opening the way 
for 540,000 federal civil ser- 
vants to make a similar 
claim. 

However, the impact of the 
judgment was not immedi- 


ately clear. 

Only the 11 civil servants 
who took the legal action 
will initially benefit and the 
deadline for a collective law 
suit has already expired. 

In theory the other civil 
servants will have to make 


individual claims, which 
could take a number years 
to go through the legal sys- 
tem. 

The president's spokes- 
man, Mr Sdrgio Amaral said: 
“The government will not 
put at risk the stability of 
the economy and will need 
to take all the necessary 
measures." A 10 per cent 
increase in civil service sala- 
ries. which the government 
had been expected to award 
this year, is now likely to be 
shelved. 

The government said that 
it was now even more impor- 
tant that Congress pass con- 
stitutional reforms to the 
social security system and 
public sector administration. 


The judgment accompa- 
nies growing concern about 
Brazil’s fiscal deficit. The 
government is expected to 
announce today an opera- 
tional budget deficit for 1996 
of 4*5 per cent of GDP, well 
above the 2JS per cent target 
at the start of the year, and 
on top of a 5 per cent deficit 
in 1995. 

Earlier this week Mr 
Gustavo Franco, the director 
of international affairs at 
the central bank, warned 
that the government's 
economic reforms, which 
have brought inflation 
under control, could be jeop- 
ardised if action was not 
taken to reduce the fiscal 
burden. 


‘It’s a shame they did not think of 
Brazil’ - President Cardoso after 
the Supreme Tribunal’s verdict 


Caracas offers chance 



to share in oil industry 


By Raymond CoRtt 
in Caracas 

“You too can be part of the 
rip ening of the oil industry," 
read the advertisements in 
.» Venezuela's newspapers for 
: • s -r next week’s issue of “petro- 
borids” by state-petroleum 
company PDVSA. 

The bonds are the first 
' attempt to gain investor par- 
ticipation by the general 
public in the oil industry, 
while helping to finance 
PDVSA 's aggressive plan to 
nearly double Its production 
by the year 2005. 

“These funds will open the 
possibility for all Venezue- 
lans for the first time in his- 
tory to acquire a stake in the 
petroleum industry." said Mr 
Luis Giusti, president of 
PDVSA 

According to company offi- 
cials, PDVSA next Thursday 
will be “testing” the coun- 
try's relatively underdevel- 
oped capital market with 
Bolivars 30bn ($6SJtm) of 
fixed yield paper. 

“We want to kick off with 
a secure investment option 
that is attractive to ordinary 
investors," says Mr Juan 
Musso, one of the architects 
of the project at PDVSA 
However, the the hope is 
that as the market matures, 
investors will be able to 
acquire shares in specific 


projects in the petroleum 
industry. 

As much as 10 per cent of 
each of the oil development 
contracts to be signed in 
May between PDVSA and 
private oil companies have 
been earmarked for the citi- 
zen participation pro- 
gramme. 

Eventually, privately-run 
investment funds are 
planned to manage the 
petroleum bonds and shares. 
The funds, it is hoped, will 
boost internal savings rates 
and strengthen the domestic 
capital market 

“The petroleum invest- 
ment funds would provide 
an enormous impulse for our 
emerging securities market," 
Mr Alejandro Salcedo, presi- 
dent of the Caracas stock 
exchange, said. 

Some analysts suggest 
these moves are preparing 
the ground for eventual par- 
tial privatisation of PDVSA 
Legislation before Congress 
seeks to authorise Pequiven. 
PDVSA 's petrochemicals 
subsidiary, to make a share 
offering. 

Within a decade, PDVSA 
hopes to raise as much as 
$5bn on the domestic mar- 
kets. 

According to Mr Jorge Ser- 
rano, head of the country's 
federation of industry and 
commerce, the participation 


of domestic and foreign pri- 
vate capital will free much- 
needed state resources. 

Also, it will put an end to 
“a dependency [on the gov- 
ernment], which has not 
tafrpn us along the path of 
prosperity," he declared. 

Though the “petrobonds" 
offer a competitive, market- 
pegged interest rate, which 
is adjusted quarterly, the 
success of their placement 
npyt week is still uncertain. 
Anticipated inflation rates of 
30-40 per cent for this year 
far exceed current interest 
rates. 

Yet Mr Jos6 Juan Gomes, 
a Caracas economist, says 
they offer “an attractive 
alternative to investors who 
are not ready for the equity 
market, which offers higher 
returns but also higher 
risk". 

In an attempt to sweeten 
the deal and ensure high 
participation, PDVSA is also 
giving investors an option to 
sell the bonds back before 
they mature at 100 per cent 
of their nominal value. 

Small retail investors will 
also be given preference over 
institutional investors dur- 
ing the first week of the 
offer. 

“We want these shares to 
reach Venezuelans like the 
national lottery does," says 
Mr Juan Mnsso. 



New unit to identify and mount public campaigns 
against corporations that undermine workers’ rights 


US labour to target 
anti-union companies 


By Gerard Baker 
in Washington 

Organised labour in the US 
will step up its efforts to tar- 
get corporations, including 
multinationals with 
operations in the US, that 
are considered anti-union, 
leaders of the main national 
labour organisation said yes- 
terday. 

At its winter meeting in 
Los Angeles, the policy-mak- 
ing executive council of the 
American Federation of 
Labor and Congress of 
Industrial Organisations 
(AFL-CIO) agreed to estab- 
lish a new unit to identify 
and mount public campaigns 
against companies that 
undermine workers' rights. 

The new department of 
corporate affairs would cam- 
paign to distinguish in the 
public eye between compa- 
nies with good employment 
practices and those with 
poorer records. 

“We basically want to see 
our employers succeed in 
whatever they do in the pri- 
vate sector or the public sec- 
tor," said Mr Ron Blackwell, 
the head of the new depart- 
ment “But we want to see 


them succeed without bene- 
fit just to the owners and the 
chief executives. We want 
the employees to share in 
that prosperity." 

The move is part of a 
renewed effort by the AFL- 
CIO to arrest the long term 
decline in union membership 
in the US. The proportion of 
the labour force in trade 

A1 Gore, US 
vice president, 
has promised 
tough new action 
against anti- 
union employers 


unions fell from 35 per cent 
in the 1950s to a new low of 
14 per cent last year. 

This week's meeting of the 
executive council, which 
concludes today, has 
approved a range of mea- 
sures in an attempt to 
reverse that trend, including 
new membership recruit- 
ment drives, a $60m advertis- 
ing campaign and efforts to 
reach out to more women 


workers. The efforts have 
been intensified in the last 
year under the presidency of 
Mr John Sweeney, who has 
pioneered a modernisation 
campaign and a larger role 
in political ca m paigning. 

This drive culminated in 
an unprecedented advertis- 
ing campaign by unions 
against Republican candi- 
dates in last year's congres- 
sional elections. The cam- 
paign provoked the ire of 
Republicans who threatened 
in response legislation to 
curb use of union funds for 
political advertising pur- 
poses. 

On Tuesday the organisa- 
tion received strong support 
from Mr A1 Gore, the US vice 
president, who promised 
tough new action by the US 
administration against anti- 
union corporations. 

Mr Gore told the executive 
that the administration 
would change its guidelines 
on the awarding of govern- 
ment contracts to ensure fair 
treatment for unions. 

The way companies treat 
unions would weigh heavily 
in decisions by the adminis- 
tration to award them con- 
tracts. he said. 


Carinthia 


Mr Kali SchogL the recent- 
ly-appointed interior minis- 
ter, has signalled a depar- 
ture from the more liberal 
policies of his predecessor, 
Mr Caspar Einexn, announc- 
ing a cut in the foreign 
labour quota for next year. 
The quota covers new for- 
eign job-seekers, as well as 
guest workers who want to 
bring their families to Aus- 
tria, and even transfers of 
managers by companies. 

Construction companies 
regularly use foreign work- 
ers, mostly from Eastern 
Europe, to fill jobs few Aus- 
trians want. About 15 per 


cent of the 10,000 building 
workers in Carinthia come 
from Slovenia, Croatia and 
Bosnia -Hercegovina; exclu- 
ding them from public con- 
tracts would put a heavy 
burden on companies and 
employers alike. 

Carinthla's public con- 
tracts for roads, buildings 
and maintenance were 
worth about Schl.2bn 
($101 .6m > last year. Mr Gras- 
ser 's order theoretically 
affects contractors from all 
EU countries, but few for- 
eign companies participate 
In public building projects in 
Carinthia. 


Appeal to widen 
search for assets 
stolen by Nazis 


By Andrew Jack in Paris 

A leading Jewish group has 
called on the Swiss authori- 
ties to broaden their search 
for assets expropriated dur- 
ing the Holocaust to include 
bank accounts held by for- 
mer senior Nazi officials and 
those linked to them. 

The Simon Wiesenthal 
Centre has written to Mr 
Arnold Roller, the Swiss 
president, and to the Swiss 
Bankers' Association asking 
them to identify bank 
accounts opened after 1938 
by a number of leading indi- 
viduals involved with the 
Nazi regime plus any securi- 
ties owned by them. 

It has made the same 
request to the governments 
of Spain. Portugal and 
Argentina, other locations 
for Nazi assets during and 
after the second world war. 

The action is part of an 
attempt to broaden the 
search for resources appro- 
priated and bald by the 
Nazis to include money and 
property siphoned off per- 
sonally by those involved in 
deportation and persecution. 

The centre has drawn up 
an i nitial list of 334 names 
which it describes as includ- 
ing “leaders of the Nazi 
party, the SS, the industrial- 


ists who carried out the 
slave labour programme, the 
bankers who financed Hitler, 
the concentration camp elite, 
the men and women who 
plundered Europe's priceless 
art treasures", and a number 
of wives, mistresses and 
pseudonyms. Rabbi Marvin 
Hier. dean of the Wiesenthal 
Centre, cited a 1945 US army 
intelligence document high- 
lighting considerable sums 
transferred to individuals for 
their personal benefit or to 
the Nazi movement after the 
defeat of Germany. 

“During the cold war, it 
was in the interests of the 
allies to use the Nazis, not to 
make the existence of their 
assets public,” he said, 
adding that a further list of 
names was being prepared. 

The latest move comes as 
a number of countries have 
begun putting together com- 
missions to examine the 
question of assets expropri- 
ated from Jewish and other 
victims of Nazi persecution. 

The French government 
this month set up a commis- 
sion to begin examining 
assets expropriated, the legal 
questions concerning their 
current ownership and the 
possibility of handing them 
to victims of the Holocaust 
or their families. 


AMERICAN NEWS DIGEST 

Mexico moves 
on forex policy 

Mexico’s central bank, buoyed by its increasing reserves, 
has announced two important changes to its exchange 
rate policy. Throughout 1996 it refrained from direct 
intervention in the foreign exchange markets, but the 
hank announced tha t in the event of the currency falling 
by more than 2 per cent in any one day, it would now sell 
off $20Qm of reserves the succeeding day. “This will 
provide the market with liquidity that will prove useful in 
times of exchange rate nervousness," said the bank. 

“The central bank is showing that they do not want big 
market moves, but that they will limit the amount of 
money they will throw at the market," said Mr David 
Malpass. chief international economist at Bear, Stearns in I 
New York. I 

The bank also announced it would potentially double i 
the size of auctions of options to buy pesos to $600m a ! 
month. The a action mechanism has helped raise the size , 
of the country’s reserves to $&9bn, excluding money owed 
to the International Monetary Fund and other 
organisations. Reserves at the end of July 1996 were just | 
$2J57bn. “This is a signal that the amount of money 
flowing into Mexico is giving the central bank a real j 
headache," said Mr Jorge Maris cal of Goldman Sachs in 
New York. Daniel Dombey, Mexico City \ 

US housing starts increase 

US housing starts rose by 2 per cent in January from a 
month earlier, following a sharp fell in December, the 
Commerce Department reported yesterday. Construction 
of new homes last month was at a seasonally adjusted 
animal rate of 1.35m. compared with 1.32m in December. 

The rapid pace of starts recorded last summer and 
autumn eased around the turn of the year. The average 
annual rate of over 1.46m between April and September 
last year has dropped to an average for the last three 
months of 1.38m. Gerard Baker, Washington 

Thalidomide use sought 

Celgene Corporation, a US biotechnology company, has 
filed an application with the US Food £ Drug 
Administration to use the drug thalidomide in the 
treatment of a leprosy-related condition. Thirty-five years 
ago, thalidomide was taken off the market after its use as 
a sedative was found to cause severe birth defects when 
taken by pregnant women in the first three months. 

But recent clinical trials have shown that thalidomide 
may be useful in treating a number of conditions, 
including Aids wasting and several auto-immune 
disorders. The new application for thalidomide, under the 
brand name Synovir, is for treatment of erythema 
nodosum leprosum, an inflammatory condition occurring 
in 30-50 per cent of leprosy patients. 

Thalidomide is already used outside the US for this 
purpose. Tracy Corrigan, New York 

NY jury finds banker guilty 

A New York jury has declared Mr Orlando Castro f, lanes, 
a Cuban-born banker, guilty of defrauding Venezuelan 
depositors of millions of dollars through a Puerto Rican 
subsidiary of Venezuela’s Banco Progreso. Mr Castro, 71, 
faces a prison term of up to four years. His son, Mr 
Orlando Castro Castro, and grandson, Mr Jorge Castro 
Barredo, were also found guilty of fraud and grand 
larceny and face up to 25 and 40 years in prison 
respectively. Raymond Cotin, Caracas 
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Leader-to-be in pledge to ensure continuity and hold colony on even keel 

Tung to keep top HK officials 


MARKET REACTION TO DENG’S DEATH 


Shanghai indices 


B shares 


By John Bidding and 
Louise Lucas in Hong Kong 

Mr Tung Chee-hwa, Hong 
Kong's future leader, will 
retain all the top govern- 
ment policy officials in his 
administration after the col- 
ony returns to Chinese sov- 
ereignty on July l, he said 
yesterday. 

“The appointments ensure 
a very large measure of 
continuity in the leadership 
of the civil service which 
will help to maintain the 
stability of Hong Kong," Mr 
Tung added. 

He was speaking shortly 
after arriving back from 
Beijing, where his choices 
had been approved by 
c hina 's central government. 

By emphasising continuity 
and the speed of approval. 
Mr Tung appeared to be 
signalling that the 
arrangements for Hong 
Kong's transition should not 
be disrupted by the death of 
Deng Xiaoping, China's 
paramount leader, and the 
architect of the “one 
country, two systems” 
formula which underpins 
Hong Kong's return to 
China. 

The speed of the decision 
reflected Beijing's confidence 
in hims elf and in Hong 
Kong’s ability to run its own 
affairs. Mr Tung declared. 

The announcement is 
expected to bolster tbe 
confidence which has been 
shaken over recent weeks by 
Beijing's stance on 


democratic reforms and civil 
liberties. 

Continuity in the civil 
service is regarded as 
particularly important given 
ruptures to other 
institutions during the 
transition process. The 
territory's elected 
legislature, for instance, is 
set to be scrapped In July 
and replaced by a 
Beijing-backed body. 

Mr Chris Patten, governor 
of Hong Kong, welcomed 
what he described as 

reassuring news. “I am 
pleased Mr Tung will be 
served by an excellent team 
of senior officials,” he said. 

Mr Tung has already 
announced he will retain 
Mrs Anson Chan, head of the 
civil service, so attention 
focused on his decision to 
keep Mr Donald Tsang as 
financial secretary. 

Mr Tsang, a firm defender 
of Hong Kong's autonomy 
and its free market system, 
has clashed with Mr Tung 
on a number of issues, 
including Beijing's plan to 
water down the territory's 
Bill of Rights. 

But pro-democracy 
politicians expressed 
concern about the 
appointment of a new 
attorney-general. Ms Elsie 
Leung, who will replace Mr 
Jeremy Matthews fwho does 
not meet the nationality 
requirements of the new 
administration and is 
retiring), was described as 
pro-China and politically 



Tung Chee-hwa (top): Donald Tsang staying at finance, Mrs Anson Chan at cavil service 


conservative. “My worry is 
for the Bill of Rights because 
she will be the principal 
legal policy adviser for the 
government." said Mr James 


To, a legislator from the 
Democratic party, the 
largest group in the existing 
Legislative Council. 
Scepticism was also 


evident among some 
pro-democracy activists 
about the duration of Mr 
Tung's team and whether 
officials might be replaced 


shortly after the handover. 

Mr Tung said he hoped he 
would not be making 
changes, and rejected 
concerns over the 
appointment of Ms Leung. 

"The fact that she has a 
lot of feelings for China is 
perfectly all right,” he said. 
“I am confident she will 
make sure the rule of law 
remains strong and gets 
stronger.” 

The territory's future 
leader also dismissed fears 
that Deng's demise would 
undermine prospects for a 
stable transition, a position 
that was backed by most 
business figures and the 
Hong Koog government. 

“1 don't think anyone can 
change the policy towards 
Hong Kong that Deng has 
set,” said Mr Allen Lee, 
chairman of the pro-business 
Liberal party. Members of 
the Democratic party, 
however, warned that Deng’s 
death would add to anxieties 
ahead of the handover. 

Mr Martin Lee. leader of 
the party, said China had 
already shifted from Deng's 
policy of allowing Hong 
Kong a high degree of 
autonomy. ‘'China simply 
wants to control Hong 
Kong,” he declared. “1 can 
see the danger that when the 
Chinese leadership feels 
insecure about the<r own 
present position, they may 
adopt an even harder line. 1 
hope this won't be the case.” 
Editorial Comment, Page 11 
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China will honour Business as usual 
Deng with whistles in booming China 


By Tony Walker in Beijing 

China will honour Deng 
Xiaoping, its paramount 
leader, with a gathering of 
10,000 mourners in Beijing’s 
Great Hall of tbe People next 
Tuesday. But Deng's family 
has asked that his funeral be 
simple, saying he did not 
wish to lie in state. His body 
will be cremated and his 
ashes scattered at sea. 

The nation will hold six 
days of mourning, culminat- 
ing in Tuesday's gathering. 
Whistles on trains, warships, 
and factories will be blown 
for three minutes on that 
day. 

An official obituary called 
on people to rally behind the 
ruling Communist party and 
Mr Jiang Zemin, China's 
leader. “We must uphold and 
safeguard party unity and 
unification, unite more con- 
scientiously around the 
party central committee 
with Comrade Jiang Zemin 
at the core,” the obituary 
declared. 

Deng's wish for an austere 
funeral is in keeping with 
his rejection of a personality 
cult. He was determined not 
to follow the example of Mao 
Zedong, whose remains are 
on permanent display in a 


Mr Chang Ching-yn, 
chairman of Taiwan's main- 
land affairs council, which 
determines strategy towards 
China, yesterday said policy 
towards Beijing would not 
change following the death 
of Deng Xiaoping, reports 
Laura Tyson in Taipei Bei- 
jing regards Taiwan as a 
renegade province, and rela- 
tions between the two have 
been cool since elections last 
March when China staged 
military exercises off the 
island to intimidate Taiwan- 
ese against voting for inde- 
pendence. 


Mr Shih Hwel-yon, vice- 
chairman of the council, 
said China already had poli- 
cies Tor the post-Deng 
period. “It will not change 
those policies.” Taiwan's 
efforts in the past year to 
raise its international pro- 
file have aroused angry pro- 
tests from Beijing. 

Yesterday the Taiwan dol- 
lar opened lower but recov- 
ered, as did share prices, 
which closed higher amid 
heavy trading as the govern- 
ment assured investors it 
would act to stabilise mar- 
kets if necessary. 


vast mausoleum on Beijing’s 
central square. 

“Comrade Deng always 
believed in simple and frugal 
funerals, and it is in keeping 
with his ideas that no fare- 
well ceremony be held." the 
letter from his family said. 
“No asbes should be pre- 
served. It is the wish of Com- 
rade Deng that his asbes be 
cast into the sea." 

Deng died in Beijing on 
Wednesday evening from 
Parkinson's disease and 
respiratory failure. He was 
92 and had been incapaci- 
tated for several years. 

China was calm after state 


media announced his death 
with the long obituary hon- 
ouring his accomplishments. 
Beijing and other cities went 
about their business nor- 
mally. Few signs of public 
mourning were seen. A red 
flag flew at half mast in 
Tiananmen Square: in the 
diplomatic quarter, embas- 
sies lowered their flags. 

The funeral committee, 
headed by Mr Jiang, said 
next Tuesday's memorial 
meeting would give tbe 
"whole party, military and 
people a chance to express 
their grief. 


W hen rumours 
started circulating 
three years ago 
that Deng Xiaoping was 
close to death, the foreign 
business community in 
China got the Jitters. 

“There was a real fear 
when he died there would be 
great turmoil; expats won- 
dered how we would get out 
of the country,” recalls Mr 
Chris Merry, partner at 
accountants Coopers & 
Lybrand in Shanghai 
Yesterday, Mr Merry, like 
fellow China investors in 
Hong Kong, Shanghai and 
Beijing, saw “no reason for 
Mr Deng's death to upset 
business confidence in 
China.” 

That view was shared in 
Hong Kong, which reverts to 
Chinese sovereignty in July, 
“it's life as usual and busi- 
ness as usual” said Mr Rob- 
ert Ng, chairman of Sino 
Land, one of tbe territory's 
most aggressive property 
companies. Sino Land, 
which has investments of 
over HK$100bn (US4l3bn» in 
Hong Kong and around 
HK$2bn in China, spent a 
further HK$6bn on an acqui- 
sition spree over the last 
three months. "And we’ll 
carry on investing even 


more in Hong Kong and 
China," said Mr Ng. 

Hong Kong Is China's big- 
gest foreign Investor, and a 
number of the territory's 
biggest names have business 
relationships that pre-date 
the communist takeover of 
1949. 

Jardine Matheson, the 
British controlled conglom- 
erate which the lon- 

gest relationship at more 
than ISO years - albeit one 
which has had thorny 
moments - reckons the pro- 
cess of reform unrolled by 
Mr Deng is irreversible, and 
that the transition he 
charted for Hong Kong will 
go ahead according to his 
blueprint 

The group boasts some 70 
joint ventures in China, 
spanning East food to finan- 
cial services, and conducts a 
total trade (which Includes 
China sourcing; with the 
mainland of around US$1 bn. 

In Shanghai, most busi- 
nesspeople were unruffled 
by Mr Deng's long-awaited 
passing, if not positively 
upbeat about China's pros- 
pects' in the post-Deng 
period. 

Mr John Holden, president 
of the American Chamber of 
Commerce in Beijing and 


general manager of US agri- 
business Cargill In China 
said: 

“The economic reforms will 
if anything pick up In pace, 
as tbe success they have had 
in reining in inflation and 
stabilising the economy 
lends logic to an increased 
velocity in the reform pro- 
cess.” 

Another reason for the 
confidence is political: Mr 
Terumata Ihara. general 
manager of Mitsubishi Cor- 
poration in Shanghai says 
President Jiang Zemin’s 
strong leadership will help 
to underpin a peaceful trans- 
formation. 

However, behind the rosy 
forecasts there were notes of 
caution. 

Many companies in China 
are seeking relaxation of 
burdensome regulations and 
privately concede that 
realignment in the wake of 
Mr Deng's death could delay 
market liberalisation. 

Mr Peter Batey, chairman 
of consultants Batey Burn, 
said “some of the financial 
services reforms could be 
put on hold.” referring to 
proposals to admit joint ven- 
ture mutual funds in China. 

James Harding 
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Volatile 
Chinese 
markets 
in sharp 
rebound 


By James Harding 
in Shanghai 

China's stock markets ended 
a volatile day’s trading prac- 
tically unchanged, sending 
Beijing the message it 
wanted that domestic and 
foreign investors had confi- 
dence in China’s post-Deng 
leadership- 

The Shanghai and Shen- 
zhen stock markets plum- 
meted when trade opened 
yesterday moraine in reac- 
tion to the news Comrade 
Deng Xiaoping had passed 
away. Within minutes share 
prices were rebounding, 
lifted by a combination of 
bargain hunters and specu- 
lation that government com- 
panies were buying stock to 
restore stability. 

After tumbling the full 
daily trading limit of 10 per 
cent, the index of Shang- 
hai's A shares recovered to 
end the day up 0.28 per cent 
at 1007.73 points and B 
shares rallied to close down 
0.7 per cent at 64.67 points. 

In Shenzhen, the B share 
index closed up 1-26 per cent 
at 143.53 points, while the A 
share index lost 2.11 per 
cent to 350.59 points. 

A shares are denominated 
in Chinese yuan and 
restricted to mainland Chi- 
nese buyers, while B shares 
are reserved in theory for 
.foreign investors and 
denominated in foreign cur- 
rency. Traders, particularly 
in the domestic A share 
market, reported a heavy 
incidence of government- 
backed buying. 

By the afternoon foreign 
brokerages were “taking a 
lot of orders from overseas 
clients, showing they had 
every confidence in China 
after Deng,” one said. 

One Shanghai broker 
suggested Deng would be 
“pleased as punch” with the 
way tbe markets had taken 
bis passing. 

“We all want to be missed 
but we also want to see that 
what we have built can 
stand the test of time.” 

Deng's economic reforms 
paved the way for the 
reopening of China's long 
dormant stock markets in 
1990. 
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Traders 
in HK 
cash in 
on end to 
rumours 

By John Rldcflng 

Hong Kong’s stock market 
rose sharply yesterday as 
investors * welcomed the 
removal of a lingering uncer- 
tainty following the death of 
Deng Xiaoping, China's para- 
mount leader. 

The Hang Seng index 
climbed by 305.1 points, or 
2.33 per cent, to close at 
13,411.33. 

Bonds remained largely 
steady, although the yield on 
the territory’s 10- year 
exchange fund slipped from 
6.88 per cent to 6.80 per cent 
while the Hong Kong dollar 
strengthened against the US 
currency, trading at about 
HK$7.7385 compared with 
about HKS7.7495 when 
Deng’s death was announced 
early yesterday morning. 

“The feet of Deng’s death 
was less worrying than the 
rumours,” said Ms Pauline 
Loong, head of the China 
department at Jardine Flem- 
ing in Hong Kong. Last week 
the Hang Kong stock market 
lost more than 4 per cent an 
reports Deng's health was 
fading. 

Investment analysts pre- 
dicted further volatility, but 
they said Deng’s demise had 
removed a long-standing 
burden from the market and 
that the authorities in Bei- 
jing appeared to have the sit- 
uation well in hand. 

Of greater significance, 
say some analysts, was the 
reaction of the Hong Kong 
dollar. Some currency trad- 
ers said the Hong Kong Mon- 
etary Authority, the territo- 
ry's de facto central bank, 
had been active in the mar- 
ket, while others claimed 
Chinese investment funds 
had been buying heavily. 

The HKMA declined to 
comment on its activities 
yesterday. But officials have 
made clear the authority will 
intervene if necessary to 
support the Hong Kong dol- 
lar. which is pegged to the 
US dollar at a rate of HK37-8. 
The HKMA has foreign 
exchange reserves of more 
than US$64bn, while the Peo- 
ple's B ank of China h as also 
pledged its support for the 
territory’s currency. 



Army kingbreakers in the wings 


A: 





Chinese military police in Red Square: not expected to step into political fray 


s a veteran of the 
Long March and field 
commander in the 
war against Japan and Chi- 
na's civil war. Deng Xiao- 
ping could always count on 
the support of the powerful 
military which saw him as 
"one of us”. 

Mr Jiang Zemin, described 
officially as tbe “core” of the 
leadership, but with a back- 
ground as a technocrat and 
administrator, has no such 
rapport though he has been 
working hard at his army 
connections. 

The military is believed to 
fleowr he generally supportive of 


Mr Jiang. A western analyst 
said the army's importance 
would lie less in its 
“kingmaking” role than in 
its ability to be a 
"kingbreaker" should the 
new collective leadership 
stumble. 

Inevitably, the position of 
senior officers of the Central 
Military Commission (CMC>, 
the paramount military 
organisation, will be cast in 
sharper relief. 

Leading military figures 
who are likely to be 
prominent in this new period 
include General Chi Haotian, 
the defence minister, who is 


close to Mr Jiang, and 
General Zhang Wannian. 
both of whom were 
appointed CMC 

vice-chairmen in 1995. 

Gen Zhang. 68. is tipped 
for promotion to the 
standing committee of the 
ruling politburo at the 
Communist party congress 
later this year. He would 
replace General Liu 
Hiiaqing. the veteran naval 
commander who has served 
as military representative on 
the standing committee 
since 1992. 

Other prominent military 
figures who will be 


important in the post-Deng 
period include the veteran 
Zhang Zhen. 82. who with 
Gen Liu serves as joint 
vice-chairman of the CMC 
under Mr Jiang. These Long 
March veterans have been 
kept from retirement 
precisely because it is felt 
that China will need a 
steadying hand in the 
coming days. 

Other military figures 
waiting in the wings who are 
in a position to assume 
greater prominence include 
Lieutenant-General Wang 
Ruitin, 68, who worked as 
Deng's military secretary 


after Deng re-emerged in 
1977, following the death of 
Mao Zedong, China's “Great 
Helmsman”, the year before. 

Gen Wang was appointed 
to the CMC in 1995. but 
Deng's demise robs him of 
his patron. 

The military appears 
likely to exert greater 
pressure on the government 
to provide additional funds 
for arms purchases. 

The defence forces feel 
they have been the poor 
relation in China’s 
modernisation drive. 

Tony Walker 


Prosecutors to question President Kim’s son today 

Inquiry finds no evidence of pressure on banks to lend to collapsed steel giant Hanbo, John Burton reports from Seoul 


T he son of South Korea's 
President Kim Yoimg-sam 
is expected to be ques- 
tioned today by prosecutors on 
whether he played a key role in 
arranging loans For the Hanbo 
steel group, which went bank- 
rupt last month in tbe nation's 
biggest corporate collapse. 

Mr Kim Hyun-chul will appear 
before prosecutors to support a 
libel suit he has filed against six 
opposition politicians who allege 
his involvement in the bribes-for- 
loans scandal Ten top politicians 
and businessmen have already 
been indicted for allegedly 
accepting payments from Hanbo. 

Most Koreans believe govern- 
ment prosecutors are covering up 


participation by the president's 
inner circle in the scandal, 
according to an opinion poll 
released yesterday. 

An inquiry by Korea's bank 
“watchdog” yesterday found no 
evidence of political pressure on 
banks to lend to Hanbo, despite 
allegations that have shaken the 
government. 

Instead, the Office of Bank 
Supervision criticised leading 
banks for lending nearly 
Won3,000bn f$3.44bn) to Hanbo 
without adequate credit analysis 
and feasibility studies of its proj- 
ect to build one of the world's 
largest steel mills. 

The OBS warned it might take 
disciplinary action against execu- 


South Korea yesterday said It 
would contribute $6m to tbe 
United Nations for emergency* 
food aid to North Korea in a con- 
ciliatory gesture to ease tensions 
caused by the recent defection of 
a top North Korean official, John 
Burton writes. 

The announcement came amid 
suggestions by officials in Seoul 
that the defector, Mr Hwang 
Jangr-yop, will soon leave bis 
temporary sanctuary at the 


South Korean embassy in Beijing 
and travel to Seoul via a third 
country. South Korean and Chi- 
nese officials have been negotia- 
ting Mr Hwang's safe passage 
after he defected in Beijing last 
week. Seoul is expected to prom- 
ise Beijing not to exploit Mr 
Hwang's defection to aggravate 
Pyongyang and reduce activities 
by its intelligence agents in 
China. 

North Korea fa as apparently 


dropped its demand that Mr 
Hwang be returned to Pyong- 
yang. 

The North’s willingness to 
resolve quickly tbe diplomatic 
row over Mr Hwang's fate 
reflects its need to acquire food 
aid For its starving population. 

The World Food Programme, a 
UN agency, last week appealed 
for almost 842m to feed North 
Koreans. The US has agreed to 
donate 810m. 


lives from Hanbo's biggest credi- 
tor banks, while Moody's Inves- 
tor Service, the US credit rating 
agency, downgraded the 
long-term ratings of three of tbe 


banks involved. 

Hanbo went bankrupt last 
month under the weight of 
Won5.000bn in loans it had 
acquired from 81 banks and other 


financial institutions for the steel 
project. OBS accused the banks, 
which include Korea First, Cho 
Hung, Korea Exchange and state- 
run Korea Development Bank, of 


a "superficial scrutiny of the 
Hanbo project” because of an 
alleged lack of technical exper- 
tise to assess it 

Little consideration bad been 
given to Hanbo's financial state 
and concerns that its ambition to 
become Korea’s second biggest 
steelmaker was unrealistic, OBS 
added. 

The Hanbo project “was not 
carried out under a comprehen- 
sive master plan from the start”, 
with numerous changes to its 
planning that more than doubled 
its initial cost estimate to 
Won5.700bn, said Mr Choi Yeon- 
jong, a senior OBS official. 

An official from Hanbo's mam 
creditor said the banks had to 


bear much of the blame for loans 
to the steelmaker. But, he added, 
the banks believed alleged partic- 
ipation of the state industrial 
bank In financing tbe steel proj- 
ect indicated Hanbo had enjoyed 
government support. 

Moody's downgraded the 
long-term deposit and senior debt 
rating of Korea First to Baa2 
from Baal, while those for Cho 
Hung and Korea Exchange were 
cut to Baal from A3. 

The financial strength ratings 
of Korea First and Korea 
Exchange fell to E+ Trom D, 
while that for Cho Hung dropped, 
to p from D+. All the banks 
retained their shart-tamr ratings 
of Prime-2. 
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Israeli bank 
urges action 
on deficit 


By Judy Dempsey 
in Jerusalem 

Israel's cabinet will today 
try to agree measures aimed 
at curbing the budget deficit 
after an unexpectedly high 
shortfall of Shkl^bn ($394m) 
last month and figures this 
month already ‘'looking not 
very good," according to 
Bank of Israel officials. 

The central bank said yes- 
terday it wanted the govern- 
ment to Introduce monthly 
income/expenditure projec- 
tions so as to make correc- 
tions on time. It also said the 
government should make 
expenditure cuts rather than 
raise taxes if it was likely to 
exceed this year’s Shk9.7bn 
budget deficit target. The 
government is planning to 
cut the deficit to 2.8 per cent 
of gross domestic product. 
Last year it was 4.7 per cent 

However, Bank Hapoalim, 
the country's largest bank, 
warned in its latest monthly 
economics report that any 
further rise in taxes or 
spending cuts aimed at 
adhering to the targeted defi- 
cit “could aggravate the 
slowdown already apparent 
in economic activity”. 

Hapoalim has forecast that 
GDP will grow 3.7 per cent 
this year compared with 4.4 
per cent in 1996 and that the 
rate of growth in private 
consumption will fall from 6 
per cent in 1996 to 5 per cent 
this year. The rate of growth 
in investment in fixed assets 
will drop sharply, from 7.3 
per cent last year to 2 per 
cent this year, leaving the 


finance ministry little room 
to manoeuvre if it does not 
want GDP growth to fall fur- 
ther. 

If February’s budget defi- 
cit figures match January’s, 
they will damp down the 
business community's hopes 
of a substantial interest rate 
cut It bad reckoned that last 
month's 0.4 per cent rise in 
the consumer price index - 
bringing the year-on-year 
inflation rate down to 1Q.1 
per cent - would be enough 
to justify a generous rate 
cut The key lending rate is 
14.2 per cent. 

But the Bank of Israel, 
often at odds with the 
finance ministry over its 
tight monetary policy, has 
said it too has little room to 
manoeuvre. Yesterday it 
insisted that any substantial 
interest rate cut depended 
on the continuing downward 
trend in the inflation rate 
and the government's com- 
mitment to pursuing a tight 
fiscal policy. 

Although the bank's policy j 
has infuriated the export 
sector of the business com- 1 
m unity, its independence 
has not been questioned. j 

However, earlier this week 
a group of opposition Labour 
and governing Likud parlia- 
mentary deputies succeeded 
in the first preliminary legis- 
lative steps to weaken the 
bank's powers. The h ank 
said it would resist any 
attempts to undermine its 
independence, accusing the 
supporters of the motion of 
trying to undo the system's 
checks and balances. 


INTERNATIONAL NEWS DIGEST 

African hopes 
of Olympics hit 

African hopes of hosting the continent's first Olympic 
Games suffered a blow yesterday when the International 
Olympic Committee expressed concern about the crime 
problem in Cape Town, the South African city bidding to 
hold the 2004 games. In a report on the ll bidding cities 
released yesterday, the IOC’s evaluation committee 
acknowledged that Cape Town had developed a detailed 
strategy to improve security but said it remained 
concerned about the serious crime in the city and in 
South Africa in general. 

Cape Town has long been a favourite to host the 2004 
games because the IOC is known to be keen to bring the 
games to Africa, and the only country capable of holding 
the event is South Africa. Among the other contenders, 
the report bad generally favourable evaluations on Rome. 
Athens, Stockholm and Buenos Aires. These four cities, 
along with Cape Town, are expected to make the shortlist 
which the IOC will announce on March 7. The other six 
bidding cities are Istanbul. Lille, St Petersburg. Seville, St 
Juan and Rio de Janeiro. Patrick Harverson 

Manuel charms investors 

Mr Trevor Manuel, the South African finance minister, 
stepped up a pre-budget charm offensive yesterday, 
promising fiscal rectitude and further economic reforms. 

Mr Manuel has abandoned the usual cloak of silence 
ahead of his budget speech to parliament on March 12. 
Instead, he and Mr Chris Stals, the Reserve Bank 
governor, have had a hectic week briefing local and 
international investors on the improving economic 
situation, including a sharply narrowing current account : 
deficit. 

Addressing the first domestic “roadshow" yesterday, Mr 
Manuel once again pledged his commitment to the “main 
plank” of the government’s Growth, Employment and 
Redistribution (GEAR) strategy - grinding down the 
budget deficit “The 4 per cent deficit for 1997/98 is 
immutable," he said, referring to the promise to cut the 
deficit from 5.1 per cent this year to 4 per cent in 1997/98 
and 3 per cent by the end of the decade. 

South African government bonds took heart from the 
deficit pledge, moving to their best levels in a year. But 
the rand remained nervous after s talling below the 4.4 
level against the dollar last week. Reuter. Johannesburg 

Saudi rebel warns of holy war 

Mr Osama bin Laden, the exiled Saudi dissident and rebel 
leader, has threatened to wage an Islamic holy war 
against the US and its allies if Washington does not 
remove its troops from the Gulf region. From his 
headquarters in Afghanistan, he said the US was 
occupying and violating Islam's greatest and holiest lands 
and must be expelled. The bombings in Riyadh in 1995 
and at a military housing complex in the eastern Saudi 
city of al- Khobar last June in which 24 Americans were 
killed were a warning. 

“The bombings. . . were a clear indication for the 
crusading forces to correct this grave mistake and for 

them to depart before it is too late,” he said. “People will 
not only hit the American military but also demand the 
expulsion of American civilians." Reuter. London 

Israel in ‘spying’ protest 

Israel's foreign minister yesterday called on the Egyptian 
government to release an Israeli businessman accused by 
Egypt of spying for Israel. Mr Mohammed Bassiouny, 
Egypt's ambassador to Israel, was summoned to the 
Israeli foreign office to receive a formal request for the 
release of Mr Azam Azam, arrested in Cairo with two 
Egyptian men last November. 

Mr Azam was charged at Egypt's state security court on 
Monday, accused of spying and working against Egypt's 
national interest. Two Israeli women, who are currently 
outside Egypt, are also accused. “The man had nothing to 
do with any intelligence operation and of course the 
conclusion is he should be set free,” an Israeli foreign 
ministry spokesman said in Jerusalem yesterday. 

Mr Azam, 35, is technical manager with Tefron Egypt 
Textiles, one of a handful of Israeli companies operating 
in Egypt- Egypt criticised Israel for highlighting the affair 
when it could perhaps have been dealt with discreetly, 
thereby avoiding a trial. Mark Huband, Cairo 



Drive to cut costs worries 
new head of the OECD 


I ||r 


Donald Johnston: “The main frustration is the US Congress. 
1 worry about the isolationist thinking there.” 


Just under nine months 
after taking over as head of 
the world's most Influential 
think tank, Mr Donald 
Johnston, secretary-general 
of the Organisation for 
Economic Co-operation and 
Development, Is having to 
cope with a possible 10 per 
cent cut in his organisation's 
budget. 

The trigger for the budget 
cuts has been the decision 
by the US, the largest donor, 
to reduce its contributions. 

“The main frustration is 
the US Congress.” says Mr 
Johnston. “I worry about the 
isolationist thinking there. It 
has driving the budget 
reductions,” he said. 

But the cuts have been the 
catalyst for radical reform of 
the OECD towards what Mr 
Johnston describes as a 
modem, less centralised and 
less regulated management 

structure. 

It has also led to proposals 
for job cuts, a redaction In 
posts, and a pay freeze for 
the 2,000 staff 

At the same time, new 
countries - many from the 
former Soviet bloc - are 
clamouring to join the 
Paris-based organisation. 
Russia has applied to join, as 
have Slovakia, Estonia, and 
Argentina. 

Hong Kong has said it 


Graham Bowley meets the man^ 
overseeing reform of the world’s 
most influential think tank 


wishes to have stronger ties. 
This is raising important 
questions about what the 
OECD, created 30 years ago 
as an economic bulwark 
against communism, is 
actually for. 

"This is a major transition 
period for us. there’s no 
question about it,” said Mr 
Johnston, in an interview 
yesterday. “We are living 
within serious budget 
constraints without an 
approved budget. But that 
being said we are 
accomplishing a great deal 
in terms of internal 
organisation.” 

Although this year's 
budget has stm to be agreed, 
Mr Johnston is working on 
the assumption that it will 
be cut by about 3 per. cent in 
real terms - and by 10 per 
cent in. total over the next 
three years. 

Mr Johnston ascribes 
some of the OECD's funding 
problems to the lack of 
obvious constituencies for 
its work within member 
governments. Unlike other 
international organisations 
- the International 


Monetary Fund, for example, 
has strong links with 
countries’ finance ministries 
- the OECD lacks clear ties 
with any one government 
department. 

“You find areas of support 
Ifbr the OECD] but there is 
no complete corporate view. 
I want to develop a corporate 
view among our members as 
well as within the 
organisation.’' 

Mr Johnston's present 
workload has not been made 
easier by internal 

wranglings between some of 
the organisation's member 
countries. 

Two of the four posts of 
deputy secretary-general 
remain vacant after France 
and Germany objected to Mr 
Johnston's proposed list of 
candidates. A third poet is 
earmarked for Japan, but 
has still to be filled. This 
leaves Mr Johnston with just 
one deputy to rely upon at 
perhaps the time of most 
radical change in the 
organisation’s history. 

But despite these internal 
problems, Mr Johnston 
retains a clear view of what 


the OECD's message should 
be - the promotion of free 
trade and investment. He 
enthuses about the process 
of globalisation, which he 
sees as the by-product of 
these twin forces. 

“This is why I am so 
bullish about the future of 
the planet," he said. 
“Globalisation is extending 
economic interdependence, 
and this win bring peace and 
stability." 

Globalisa tion, he believes, 
“will ultimately be the 
answer to the Middle East” 
problem. He draws parallels 
with Europe's integration 
since the second world war: 
“It is really miraculous what 
has happened here.” 
Monetary union, he says, 
may be this process 

one step further. 

Globalisation is also what 
is happening to the OECD - 
its membership has 
expanded by 5 to 29 member 
countries since 1994, and 
many more nations are 
knocking on the door. 

Some fear this expansion 
is making decision m akin g 
more difficult within the 
organisation and is . diluting 
what the OECD stands for - 
member countries are 
required to be economically 
and political open, as well as 
democratic. 


World Bank defends $570m restructure plan 


By Patti Waldmeir 
in Washington and 
Robert Chote in London 

The World Bank yesterday 
defended a controversial 
plan to restructure its organ- 
isation at a cost of up to 
S570m over the next two 
years. 

A World R ank spokesman 
yesterday anticipated criti- 
cism that the plan could 
prove just another costly 
restructuring of an organisa- 
tion which has undergone 
repeated reorganisations in 
recent years. 

“This is not just some sim- 
ple growth proposal. It is a 
major reallocation of 
resources,” the spokesman 


said, adding: “The vision is 
of fundamental renewal of 
the bank, it is not about tin- 
kering at the edges”. 

The “Strategic Compact” 
for restructuring represented 
the long-awaited vision of 
Mr James Wolfensohn. the 
bank's president, for the 
future of the organisation. 
“This is the most important 
document of bis presidency,” 
the spokesman added. “It's 
as clear a strategy as you're 
going to get from us." 

The plan, which has not 
yet been agreed by the 
bank’s leading shareholders, 
the big industrial countries, 
would cost $420m over the 
next two years, as well as up 
to $l50m more in costs for 


Doubts S Africa 
voiced on expects 
Ghana’s Zaire 
budget talks soon 


By Antony Goldman 
in Lagos 

Ghana's plans to reintroduce 
value added tax. announced 
in the annual budget this 
week, caused concern among 
economists in Accra yester- 
day, as memories of the riots 
caused by tax protests two 
years ago were rerived. 

The budget also left 
doubts about some of the 
estimates and projections 
announced by Mr Kwame 
Peprah, the finance minister: 

“The figures seem a little 
optimistic when weighed 
against the economy's per- 
formance last year.” said Mr 
Joe Abbey, head of the inde- 
pendent Centre for Policy 
Analysis in Accra. “The real 
question is. can the govern- 
ment achieve its fiscal tar- 
gets? There are already 
arrears on payments from 

Ghana’s economy (%) 

1995 1996 1997 

Inflation" 70.8 32.6 15* 

GDP growth 4.5 5.2 5.5‘ 

VBti wm aa “Decerns er figures 


last year, and expenditure 
may be difficult to control.” 

Despite 15 years of eco- 
nomic reform, the economy 
remains heavily dependent 
on two traditional exports, 
gold and cocoa. 

Mr Peprah predicted 
growth in gross domestic 
product of 5.5 per cent, a 
drop in inflation and a sur- 
plus on the budget and bal- 
ance of payments. 

Reaction to the budget is 
likely to be negative. “Unem- 
ployment is a real problem." 
said one supporter of the 
opposition, “but there is 
nothing here on what the 
government intends to do. 
Also, inflation is killing our 
fixing standards. How wifi 
they bring it down?" 

Following his re-election 
in December, President Jerry’ 
Rawlings has made it dear 
he intends to pursue policies ; 
to foster macroeconomic sta- i 
bility. Ghana, throughout 
the 1980s a favourite of the 
World Bank because of its 
commitment to structural 
reform, is now anxious to 
promote conditions condu- 
cive to foreign investment. 


By Roger Matthews 
in Johannesburg 

South African officials 
remained optimistic yester- 
day that talks to halt the 
civil war in Zaire would soon 
get under way in Cape 
Town, but would not specu- 
late when the two sides 
might meet, or confirm who 
would attend. 

President Nelson Maudela 
announced on Tuesday that 
representatives of the Zair- 
ean government and Mr 
Laurent Kabila, the rebel 
leader, had agreed to talks 
on a ceasefire which could 
lead to negotiations on dem- 
ocratic elections. It would be 
the warring parties' first 
meeting since fighting broke 
out in October. 

However, Mr Kabila was 
said by a spokesman yester- 
day to be in eastern Zaire 
inspecting damage to the 
town of Bukavu. bombed on 
Monday by government air- 
craft. But an envoy had been 
sent to South Africa. 

In Kinshasa, a defence 
ministry statement said the 
government would launch 
more air strikes against 
enemy positions in the rebel- 
held east and advised civil- 
ians to leave the war zone. 

Mr Rusty Evans, a senior 
official in the South African 
foreign ministry, said a rep- 
resentative of President 
Mobutu Sese Seko had also 
arrived. But be could not 
confirm reports that both 
envoys had already sepa- 
rately met Mr Thabo Mbeki, 
South Africa’s deputy presi- 
dent, who is heading the 
effort to bring the two sides 
together. 

The US is also standing by 
to help, with Mr George 
Moose, assistant secretary of 
state for Africa, and Ms 
Susan Rice, a senior member 
of the National Security 
Council, having flown in. 

Mr Leon Kengo wa Dona, 
the prime minister of Zaire, 
suggested meanwhile that 
his government might be 
willing to attend an interna- 
tional conference on the con- 
flict. It has refused two ear- 
lier invitations. He said he 
was not in principle opposed 
to a summit in Nairobi, but 
it would have to be preceded 
by talks in Kinshasa. 


redundancy. Of that total, 
$i70m would be generated 
from internal budgetary 
savings; the rest would have 
to come from a budget 
Increase- 

Restructuring costs alone, 
without paying for redun- 
dancies of an estimated 
500-700 people, would boost 
the budget 11 per cent in 
each of the next two years. 

The bank defends the 
extra cost by drawing paral- 
lels with private-sector com- 
panies, where extra invest- 
ment is initially required to 
finance later savings. 

Mr Wolfensohn sought 
advice from 16 top interna- 
tional CEO's, including Mr 
Percy Bamevik of ABB and 


. Jurgen Schrempp of 
Daimler-Benz, before draw- 
ing up his restructuring 
plan. 

“This is a real exercise to 
make the bank the best 
again,” the spokesman said, 
adding that where Daimler- 
Benz bad adopted “share- 
holder value” as Its driving 
principle, the bank would 
henceforth focus on “devel- 
opment effectiveness”. 

The spokesman acknowl- 
edged problems with earlier 
efforts aimed at trimming 
staff, adding also that it 
was not clear yet what net 
reduction in staff would 
result from the current plan 
which also involves new hir- 


“By the time you've done 
four of these (redundancy 
efforts), you have to step 
back and say. 'There’s some- 
thing wrong here'." 

Deflecting expected criti- 
cisms that the new restruct- 
uring would be no different 
from previous ones, the bank 
said: “This one will work 
because it's different”. 

The bank spokesman 
stressed that internal reor- 
ganisation would not be the 
only thrust of the plan: the 
proportion of bank staff in 
the “front line” rather than 
back office jobs would rise, 
but at the same time the 
bank would be shifting its 
development focus. 

This would give increased 


emphas is to social aspects of 
development and to the 
changing relationship 
between the public and pri- 
vate sectors. 

Front-line operations had 
been disproportionately hurt 
during previous cost-cutting 
exercises, and this had to be 
rectified. 

The spokesman rejected 
suggestions that the new 
plan would imperil hopes of 
securing money from the US 
Congress for the Interna- 
tional Development Agency, 
the bank's soft-loan opera- 
tion. 

“The key to saving IDA is 
to make sure the bank is the 
best and seen to be the 
best,” he declared. 
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At BMW, we see no reason why deceleration can’t be made 
just as exciting as acceleration. In fact, it’s something we 
demand of all our cars. Designed to bite hard and fast 
temperatures of up to 750°C, the brakes on our BMW 

For more Information visit your local BMW dealer or httotfwwwbmKcom ' 


- .. 

- c - 

Sir. •• _ 

fear. I, ■ 

i-- ..." 

pick in* T . 
unis. Bv. 

chart* c - 


aatiocsi'Cr.. 

c aa D ; 

^V- 

i, 

^ hex cs-.- - 

a syI:* 

J* £ 

01 tie 


J 6 Ho*; 

H I ™ 

.W: 

i. u Oi 





■t •• * > •■-'vT . i; J’ • 










13 












.*%*• 


ifK-r * 


»***- ,1.4..' ’ 

■ - v ' 

. * W i^. __ ^•'•..j 


oeK 


FINANCIAL TIMES WEDNESDAY FEBRUARY 19 1997 




;- rr 


%s : " 



in. 


' ’l , 

-t 

a**:- 

>:-x 

■ 


* “iL,. ‘ 

."•r.-a 


- 




*?■% 

• 




mir 

y r . 

’■-M 

4 * 

* 

; . . 


• V* ^ . 



Sjk _ 


* * 




***- 


i - yfl! 

**r- 


. jJ. 







fa*. ’ 

•yr—.. 


>>yi j 


A'.?. 4 - ,.: •- , 

■■■■*» T 

I - .«■• . / 

---. 

4*ai^e •u'-, ■ 

*V..v 

>}?#:?■ 

ip**-. 


I-,./ . 








B ^Rv-U- 


gpV: 


s*>. ; 


SF 



Number One Southwark Bridge, London SE1 9HL 
Tel: +44 171 -873 3000 Telex: 922186 Fax: +44 171-407 5700 

Wednesday Fe bruary 19 1997 

The shadow 
of Mr Deng 


Mr Deng Xiaoping. China’s 
92-year-old paramount leader, 
has been ailing and inactive for 
several years. He withdrew 
hum public life in 1990, and was 
last seen in 1994. There is no 
way that be has been able to 
intervene in the running of the 
country since then. Yet the lat- 
est rumours of his Imminent 
de mise have caused the markets 
to tumble and the top officials 
to hurry back to Beijing. 

This old revolutionary clearly 
stai matters. But it is more for 
what he represents, than for 
what he can do. The prepara- 
tions for the transition have 
long been in place. The leader- 
ship has virtually completed the 
arrangements for the party con- 
gress in October. President 
Jiang Zemin is the anntntp^ suc- 
cessor, with Mr Li Peng as his 
premier. So why the drama? 

China may have been through 
revolution and civil war, but 
some things scarcely seem to 
change. As long as the emperor 
still lives, the mandate of 
heaven rests with him. More- 
over, Mr Deng has the P-hariCTwa 
which the new generation of the 
Chinese leadership so clearly 
lacks. You know what he 
believes in: “White cat. black 
cat - the colour doesn't matter 
as long as it catches mice.” His 
revolutionary credentials gave 
him powerful influence over the 
military, and the popular credi- 
bility to reverse the worst 
excesses of Mao’s rule. 

His successors are appara- 
i tchiks, men of the machine, not 


Genetic tests 


When asked about mortality 
rates, an Andorran actuary said 
his country had “about one 
death per person, on average”. 
More useful predictions of the 
future are promised by genetic 
tests. Susceptibility to common 
causes of death, such as heart 
disease and cancer, can now be 
assessed. But insurers, as well 
as health-co nscious individuals, 
want access to- this information. 

Insurance was established to 
pool unpredictable risks, such 
as losses from acts of God. Most 
life policies currently take 
account only of age. sex and 
smoking habits. But as genetic 
tests become more sophisti- 
cated. the risks of dying young 
or needing expensive medical 
treatment win increasingly be 
quantifiable. 

Currently, just 4 per cent of 
UK applicants— are charged 
higher premiums and l per cent 
refused life cover because of 
their medical records or family 
history. But actuaries expect 
that in 10-20 years full-scale 
tests will be able to predict a 
threefold difference in mortality 
between people with good and 
bad genes. 

Pessimists argue that the 
effect on the life market will be 
the same as in motor insurance, 
where some companies cherry 
pick the good risks. A lucky 
group will have lower premi- 
ums. But a minority will be 
charged far more, and some will 
be uninsurable, denied 


long-term mortgages, life and 
health insurance. 

More seriously, lower premi- 
ums may be an incentive to 
avoid genetic tests, jeopardising 
preventive changes in diet, 
drinking or smoking. 

One response is to legislate to 
prevent insurers from using- 
genetic information. New York. 
California and 11 other US 
states have such statutes. - - 

But a legislative ban has a big 
disadvantage: adverse selection. 
Those aware of their genetic 
predisposition to disease will 
insure to the hilt and so drive 
up premiums for everyone. 
Insurers claim this could double 
or treble current prices. Low- 
risk people will be denied fairly- 
priced cover and so may not 
insure. 

Genetic testing currently teDs 
little more about health pros- 
pects than family history. But 
more general tests win create a 
moral minefield. Is it flair to 
refuse people cover through no 
feult of their own? If they are 
not to be excluded, is it fair that 
other policyholders should 
cross-subsidise them? 

The unavoidable conclusion is 
that risks must be priced fairly 
and transparently in life assur- 
ance as in other markets. Insur- 
ers must therefore be allowed to 
ask for genetic and other medi- 
cal information, and to discrimi- 
nate on the basis of the results. 
However, this does not mean 
that tests should be compulsory- 


It’s a runner 
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People love betting. 
Governments adore the reve- 
nue. So it is not surprising that 
national betting monopolies are 
common throughout the world. 
This is particularly true of 
horse racing totaliser monopo- 
lies, which thrive on collecting 
large amounts of money. 

However, given the British 
Conservative government's pen- 
chant for privatisation, and its 
success in giving the National 
Lottery to a private company 
under government franchise, it 
is surprising that the UK Tote 
has not been sold oft 

It is even more surprising to 
find the Labour party flirting 
with the Idea. After trotti ng it 
in the press recently as a sure 
thing, the party's leaders seem 
to have removed it from the list 
Perhaps someone gave them a 
peek at the arguments which 
persuaded Mr Michael Howard, 
the Home Secretary, that it was 
not a runner. 

There would, indeed, be some 
formidable fences to dear. First, 
it is doubtful whether the Tote 
is owned by the government It 
was established in 1928 with the 
peculiar status of a “body corpo- 
rate with perpetual succession . 
owning its own assets and 
financially independent 

An Act of Parliament would 
probably be needed to establish 
ownership, and the change 
mi ght not be popular with MPs, 
especially if it were opposed by 
| the powerful racing lobbies. 


The second hurdle would be 
the Tate’s statutory monopoly 
over totalised betting. This has 
been justified by the need to 
generate a big pool of money 
out of which jackpots can be 
paid. The Tote is said to need 
this competitive advantage, 
especially now that it also faces 
the very powerful challenge of 
the National Lottery. But the 
Tote’s monopoly might be diffi- 
cult to sustain in the private 
sector, particolariy if challenged 
under ED competition law. 

Supporters of the status quo 
also point out that the Tote 
gives all its profits to the racing 
industry, which it could not do 
if it had shareholders. 

These obstacles are surmount- 
able, however. If critical size 
really is necessary for the Tote, 
then in the private sector the 
market would respond accord- 
ingly- 

Even if a monopoly were 
essential, a franchise arrange- 
ment might be devised similar 
to that for the highly successful 
National Lottery. Nor is there 
an obvious reason why racing 
rather than any other sport 
should be supported by a gam- 
bling monopoly. But the govern- 
ment could, if it wished, impose 
a special levy for this purpose. 

Most privatisation projects 
proved less difficult than they 
first appeared and yielded much 
wider benefits than predicted. 
The odds are high that the Tote 
would run to similar form 


Hunt for the Siberian Tiger 

Foreign investors are enthused by Russia’s stock market, but the 
economy is struggling to emerge from crisis, says John Thornhill 

R ^k?t tJf Two faces of Russia: strong stock market, weak economy Stt £ 

1997 with a bang. 

After surging 155 per 
cent In dollar terms 


heroes of the revolution. Mr 
Jiang’s thinking is. unclear, as 
ambiguous as the way he Htn 
He does not appear to have the 
vision to make him an eloquent 
Chinese leader. As for Mr Li, he 
is a classic product of the school 
of central planning, a Soviet- 
educated engineer. No wonder 
the markets are nervous. 

China is still a great 
unknown, at least as far as the 
exercise of power is concerned. 
That creates uncertainty. But 
there are reasonable doubts and 
unreasonable doubts about how 
the country will develop. Rea- 
sonable doubts suggest that Mr 
Deng's demise may slow down 
the pace of reform. Indeed, his 
absence from the scene has 
already done so. But there are 
still powerful reformers, 
grouped around Mr Qiao Shi, 
who are determined to press for- 
ward with the process. 

Unreasonable doubts would 
see China slide backwards, halt- 
ing reform, and declining into 
warlordism and chaos. This 
seems most unlikely. Whatever 
the inclinations of the leader- 
ship, there is a momentum to 
economic reform in China 
which seems unstoppable. Pow- 
erful institutions like the mili- 
tary now have a strong stake in 
that process. Ordinary people 
have seen real economic bene- 
fits. If not democratic freedoms, 
in their everyday lives. That is 
the legacy of Deng Xiaoping. 
For their own survival, his suc- 
cessors must also learn to 
ignore the colour of the cat 


R ussia's infant stock 
market has started 
1997 with a bang. 
After surging 155 per 
cent In dollar terms 
last year on a wave of foreign 
money, Russian equities have 
shot up another 46 per this 
year, leaving fund managers 
scrambling for stock. 

Within four years of its cre- 
ation, the value of Russia's stock 
market has swollen to more thaw 
$50bn <£3lbn) - already bigger 
than Argentina’s market, one of 
the largest in Latin America. 
More optimistic bankers predict 
that, by the end of the decade, 
the size of Russia's stock market 
could outstrip the entire Latin 
American market, currently val- 
ued at about SSOObn. 

Russia is “the most exciting, 
biggest potential play In the 
world”, says Mr Barton Biggs, 
chief investment strategist at 
Morgan Stanley, the US invest- 
ment bank. “It’s crazy." 

Such enthusiasm for Russia 
among the world’s money manag- 
ers might suggest to the casual 
observer that the country’s econ- 
omy is booming. It might even 
prompt visions of a Siberian 
Tiger economy clawing for a 
place among the fastest-growing 
regions of the world. 

But the contrast with the cur- 
rent economic situation - at least 
that of the formal economy - 
could hardly be starker. Russia's 
gross domestic product fell a fur- 
ther 6 per cent last year, its fifth 
consecutive year of decline. 

Mr Yevgeny Yasin, economy 
minister, concedes that Russia 
foiled to deliver on its predictions 
that tt would turn the economy 
round in 1996. This, he says, was 
largely because of the strains of 
the presidential election cam- 
paign. In the run-up to last sum- 
mer's elections, the Russian gov- 
ernment borrowed excessively to 
fund lavish spending pro- 
grammes which drove up interest 
rates. The economy was the hos- 
tage of Russian democracy.” 

"We are still in a situation of 
crisis,” Mr Alexander Livshits, 
finance minister, said this 
month, expressing fears that the 
low rate of tax collection could 
undermine fragile public 
finances. “I do not believe that 
the tasks of financial stabilisa- 
tion have been resolved.” 

Judging by the behaviour of 
Russian managers, there appear 
to be few signs of a swift eco- 
nomic turnround: industrial 
investment dropped 18 per cent 
in 1996. Some $20bn of domestic 
capital flooded out of the country 
ahead of last year's presidential 
elections because companies 
feared the communist party 
might return to power. That capi- 
tal has only slowly been return- 
ing. 

The nation’s pessimistic mind- 
set is perhaps best reflected in 
the birth rate, which has fallen 
from 17 births per 1,000 people in 
1965 to just nine per 1,000 last 
year. Demographers link this 
trend with popular concerns over 
Russia’s economic future and 
predict the population will fell 
from 147m to 123m over the next 
three decades - an almost 
unprecedented trend in a peace- 
time nation. 

Against such a seemingly bleak 
background, the question arises: 
have western fond managers lost 
their heads? Or are portfolio 
investors, which are regularly 
chided for their short-term view 
of the world, adopting a remark- 


Go south, - 
young man 

-■ Not so very. long agm Welsh," • 
Hooked like a dying lang u ag e in . 
its native land, so it's. surprising 
.to find the ^government 
^exportingmoutiifols of . : 
consonants to the valleys of . 

\ Patagonia- Three Welsh ' 

. language teachers have set sail . 

. for Argentina - courtesy ctf a 
£4R00e government grant - as 
part of a tia^y^.pr^ramine 
• to rekindle national identity . ." 
among; the descendants of -/ 
nineteenth century emigres^ 

The plan, is to double the 350 
-or. so students- currently . ' 
attending Welsh classes in 
Argentina and to train-up local. .. 
teachers. Volunteers from the - 
Wales- ArgentinaSoriety have 
been on the case for some years 
without official support- ■ 

-government backing te the result 

of their vigorous lobbying and j_". 
supportfrom Conservative MP‘ ■ 
Rnd Richards! 

The society reckons there are 
. about 5*000 Welsh .speakers £ . 

scatteredacross Ar gentin a. The 
co m mu nity runs its own 
Eisteddfods, as arts festivals are 
known bank in Wales, and - 
jUfflihes an occasional - 
newspaper - “Y Braved" or . 
The Debate". - • 

But the youngat genaatipn • 
need plenty of encouragement to 
wrap their tongues around the-';. 
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ably far-sighted perspective on 
Russia? 

The first caveat is that the Rus- 
sian stock market remains 
extremely small and volatile. A 
good day's turnover of Russian 
shares amounts to about $50m - 
considerably less than the aver- 
age for Microsoft, the US soft- 
ware group. The market's poor 
liquidity means that some shares 
can rise by 25 per cent on the 
day; they can also fall by the 
same amount 

Moreover, the Russian, share 
price surge may simply reflect a 
one-off arbitrage between domes- 
tic and world asset prices. Fund 
managers argue that Russian 
assets are fundamentally cheap 
and must inevitably be revalued 
upwards to world levels. 

Mr David Curl, director of 
Hong Kong-based Regent Fund 
Management, one of the biggest 
portfolio investors in Russia, 
illustrates the undervaluation of 
domestic assets by comparing the 
market worth of electricity gener- 
ators in Russia and Malaysia. 

UES, Russia’s main, partially 
privatised power utility, has half 
the market capitalisation of its 
Malaysian counterpart, “but Rus- 
sia’s population is seven times as 
big and the company’s assets are 
10 times greater,*' he says. 


“Despite the stock market's rise, 
nothing is yet expensive.” 

Such arguments ignore the fac- 
tor of time and the cost of money. 
Buying UES's shares may prove a 
poor investment if it takes the 
company 10 years to restructure 
sufficiently to make a decent 
return on its assets. The critical 
question for investors - as well 
as for the Russian people - is 
how quickly the Russian econ- 
omy will begin to grow. 

The government argues that, 
during the five years Russia has 
been pursuing economic reform, 
a great deal has been achieved 
and a firm platform for growth 
established. Inflation has been 
cut from an annual rate of 843 
per cent in 1993 to a forecast 12 
per emit this year. The rouble, 
once a byword for decline, has 
been stabilised within a trading 
band set by the central bank 
against the dollar. Prices have 
largely been liberalised. The bulk 
of industry has been privatised. 
Tariff barriers have been reduced 
and international trade has blos- 
somed, with exports rising by 65 
per cent to nearly $90bn over the 
past four years. 

This improvement in the over- 
all economic environment has 
stimulated competition in the 
corporate sector and permitted 
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-language of their fathers. With - 
the future of the language 
hopefully secured. . - 

Wales-Argentina activists are 
how turning their attention to 
spiritual matters. . 

- Their next target is to provide 
a helper for Patagonia's only . 
Wel^-^peak^mihisberoif . 
religion, who currently has bis ■ 
work cut obit tending lB&r-fiinig 
chapels. . * ' — ‘ • 


meeting the Israeli premier in 
Madrid, Forne appears to have ■ 
been mollified: he now says he is 
considering diplomatic 
exchanges. 

Co mmercial links "with Israel 
. concerning water - the one 
natural resource which Andorra 
has in. abundance — are also 
being mooted. Seems an awfully 
long way to build a pipeline, 

thou gh . 


TaxmgqueMon McGrowing 


■ So what weighty matters ' 
await the gove r n me nt of - 
Andorra, newly reelected by the 
To.ftOOstrang electorate qftbe 
tiny but tax-advantaged ’ , ■ - - 
Pyrenean' state?' 1 % 

. It seems Jacques Chirac may,’ -. 
well pay a state vistt in coming 
months, if he can 
c i r c u mn avigate the single 
.wiadtag.road flat connects . . . 
.Andorra with ite neighbours. : : 
, The fYench president has good 
reason to drop in; he Is one' of- . . ■ 
:two “co-princes’* of Anddrra 
under a constitution adopted 
-four years ago,. The other is the' 
bishop from the nearby Spanish 
tpwnofUigeE.,- . - : 

Plans for a mere unusual state 
visit are also bang talked about. 
Head of government Mare Forn£ 

• Moln& was' livid fast year when 
Benjamin Netanyahu, the Israeli 
prime minister, said Andorra 
was a possible model for the 
Palestinian state. But after 


. ■ Philippine test food chain 
JoDibee is entering the lion’s den 
by opening its first outlets hi 
California, the backyard of 
McDonalds and Burger King. 

But Asia's fastest -growing fast 
food chain has all the swagger 
and confidence of the new kid on 
the block. 

JoDibee has prospered at home 
by catering to the peculiar tastes 
of Filipinos; aside from standard 
burgers it offers exotic dishes 
such as Falabok Fiesta and 
plenty of goodies to satisfy a 
sweet tooth. 

- Under the canny stewardship 
of Tony Kitcbner, the Australian 
who , beads its international 
operations, JoDibee has taken 
the formula overseas by : 
concentrating on the thousands 
of Filipinos working to countries 
such as Bahrain, Indonesia, 
Malaysia and Brunei. 

It’s no coincidence that 
California home to the largest 


single population of Filipinos 
outside the archipelago. But -the 
company's Regular Yrnns with 
cheese have proved a hit with - 
non-Filipinos in other countries 
and are now ready to go 
head-to-head with the mighty 
Big Mac. Stand by far a burger 
battle - or should that be a feat 
food fracas? 


Tangled web 

■ Every organisation is getting . 
hooked up to .the world wide 
web. so militant Islamic 1 
resistance movement Hezbollah 
was bound to get in an the act 
-sooner or later. A few weeks 
back Israeli PM Benjamin 
Netanyahu held his first internet 
press conference: the 

traniarvh3d»rf. fandaTn«»ntaIis tq 

have responded by opening a 
website. 

Visitors to the Hezbollah home 
page will find a colour graphic of' 
the organisation's former 
secretary general. Sheikh Abbas 
Mussawi, who was killed by 
Israeli soldiers to 1992. The page 
also promises that “reports on 
the association's activities and 
Islamic resistance operations 
will be released on this page in 
future." 

An e-mail address is 
thoughtfully provided for 
anyone who cares to comment. If 
only the Arab-lsraeU conflict 
was always conducted through 
modems. 


meat is anxious about the eco- 
nomic prospects for 1997. Tbe 
overwh elming danger remains 
the rickety state of its public 
finances and the rapid build-up of 
domestic debt. 

Last year's presidential elec- 
tions imposed extraordinary 
strains on the federal budget It 
resulted in the deficit mushroom- 
ing to 7.6 per cent of GDP (includ- 
ing interest payments), which 
economists say is uosustainably 
large. But this year’s draft bud- 
get approved last week by the 
upper bouse of parliament also 
appears dangerously loose, with 
a primary budget deficit target of 
3.5 per cent. Even government 
ministers concede spending and 
revenue forecasts have been set 
at unrealistically hi gh levels. 

Mr Sergei Dubinin, the central 
bank governor, has urged the 
government to cut its spending 
plans. He warns that the financ- 
ing of such a large deficit could 
lead to a “dangerous” snowball- 
ing of debt crowding out invest- 
ment and stifling growth. 


A forthcoming paper* 
by two western aca- 
demics also highlights 
the inherent fragility 
of Russia’s public 
finances, drawing ominous paral- 
lels with the economic situation 
of Weimar Germany in the 1930s. 

The financing of the budget 
deficit, chiefly through high- 
yielding. short-term debt instru- 
ments, may have only postponed, 
rather than won, Russia's war 
against inflation, the authors 
argue. If Weimar Germany's 
experience is a relevant guide, 
true economic stabilisation can 
only be achieved on the basis of a 
balanced budget 
“The combination of high 
yields, low tax collection and per- 
sistent recession make the pres- 
ent Russian situation rather 
alarming.” the paper concludes. 

If the Russian government is to 
skirt this danger it will have to 
make good its promises of 
restructuring government spend- 
ing - particularly on the military 
and on social welfare - and mod- 
ernise its tax code. 

A mission from the Interna- 
tional Monetary Fund in Moscow 
this week is goading the Russian 
administration to pursue other 
structural reforms. In particular, 
it is urging the government to 
demonopolise core parts of the 
economy, such as railways, oil 
transport, electricity generation, 
and gas supply in order to pro- 
mote competition and growth. 

It Is a big agenda and the gov- 
ernment has made only a modest 
start. The hope is that Russia’s 
ambitious new generation of cor- 
porate managers wfll lend their 
weight to the reform effort when 
they begin to scent the begin- 
nings of an upturn. 

Mr Konovalov of the World 
Bank argues the free market 
instincts of Russia’s budding cap- 
italists will help remove obsta- 
cles to economic growth and 
determine where the best oppor- 
tunities for investment lie. 

“In Russia we no longer have a 
Gosplan [the Communist state 
planning agency] to teU us where 
growth is going to come from," 
he says. “At this stage you have 
to relax and just let it happen." 

* Weimar Germany and Contem- 
porary Russia, by Niall Ferguson 
and Brigitte Granville, will be 
published in the next edition of 
Voprosii Ekcmomiki 


an explosion of private-sector 
activity, visibly improving the 
fives of millions of Russians and 
creating a small but growing 
middle class. Car ownership was 
38 per cent higher in 1995 than 
three years previously. More 
than 2.5m Russians holidayed 
abroad last year, compared with 
a trickle during the Soviet era. 

Mr Vladimir Konovalov, chief 
economist at the Moscow office of 
the World Bank, says all the pre- 
conditions for growth are in 
place now that interest rates 
have finally fallen from last 
year's stratospheric levels. 

“For the past four years, I hare 
heard all sorts of people say that 
Russia is going to career off a 
cliff and yet it has followed a 
classic stabilisation pattern. All 
the studies show that, within a 
year to 18 months of macro- 
stabilisation. transition econo- 
mies start to grow. I cannot see 
why Russia is so uniquely differ- 
ent that it will not follow this 
path,” he says. 

Most independent economists 
predict modest growth of perhaps 
2 per cent this year, rising to an 
annual rate of 5 per cent by the 
end of the decade. 

Yet, in spite of the seeming 
success of its stabilisation pro- 
gramme, the Russian govem- 


100 years ago 

Italian War Preparations 
Rome. 18th Feb. It is stated 
.this afternoon that Admiral 
Bria, Minister of Marine, has 
given the necessary orders for 
the concentration within 
Sicily within 24 hours ctf a 
sufficient naval force with a 
view to the eventual despatch 
of an expedition to Tripoli. . 
The Government, it is also ; 
reported, has telegraphed to 
the commander of the Italian 
forces in the Red Sea and 
Indian Ocean instructing him 
to send back to Italy two of 
the vessels of his squadron. 

Fighting In Bechnanaland 
Cape Town, 18th Feb. A patrol 
of 80 men of the Cape 
Mounted Rifles encountered 
Gahshwo, the rebellious 
Bechuana chief, and his 
followers at Land berg. Owing 
to the number, of rebels in the 
field and the scarcity of 
water, the Rifles were obliged 
to retire. 

50 years ago 

France And World Bank 
France is hoping to secure the 
long awaited loan from the 
World Bank in the very near 
future. The principal French 
delegate, M. Baumgartner, 
president of the Credit 
National, has returned to 
Washington. It is understood 
that the French Government 
has obtained a firm assurance 
that France will be the first to 
get a loan from the Bank. 






“Do w hat no one 
has done before 


KAZUO INAMOW. founder of Kyocera 
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China and Japan central banks 
promise stability for HK dollar 


By Wilttam Dawkins in Tokyo 
and Tony Walker m Beijing 

Chinese and Japanese central 
bankers yesterday pledged to 
cooperate to ensure the Hong 
Kong dollar's stability alter 
the territory reverts to Chinese 
rule in July. 

Mr Chen Yuan, vice- 
governor of the People's Bank 
of China, told a seminar in 
Tokyo that the Chinese central 
bank would provide sufficient 
liquidity to the Hong Kong 
Monetary Authority - in effect 
the territory’s central bank - 
if the colony's currency came 
under pressure. 

His strong support of the 
Hong Kong dollar was 
reinforced by comments from 
Mr Yasuo Matsushita, gover- 


nor of the Bank of Japan, who 
said the Japanese central bank 
would co-operate with the 
Hong Kong authorities to 
ensure the smooth develop- 
ment of its financial markets. 

The comments follow assur- 
ances by Mr Dai Xianglong. 
governor of the People's Bank, 
last September, that “we will 
help in case of an emergency”. 
He added that Hong Kong was 
capable of maintaining a sta- 
ble currency on its own. 

At yesterday's seminar, Mr 
Joseph Yam, chief executive of 
Hong Kong's monetary author- 
ity, said there would he no 
change in the colony's policy 
of pegging its currency to the 
US dollar. 

The central bankers' state- 
ments are likely to be greeted 


with relief by Japanese com- 
mercial banks and general 
trading companies, which have 
substantial investments in 
Hong Kong, an important oper- 
ating base for their businesses 
across east Asia. 

The seminar, hosted by Mr 
Matsushita, was the final stage 
of an international road show 
by the Hong Kong and Chinese 
monetary authorities to 
answer questions about the 
territory's financial outlook 
after the handover. 

A similar meeting was held 
in New York last week, hosted 
by Mr Bill McDonough, presi- 
dent of the Federal Reserve 
Bank of New York. 

Mr Matsushita said: “Hong 
Kong has played an important 
role in financial markets and 


Santer promises reforms 
to avert clash over BSE 


By Neil Buckley in Strasbourg 
and George Parker in London 

Mr Jacques Santer, European 
Commission president, yester- 
day promised “revolutionary” 
reforms to agriculture and 
food policy in an effort to avert 
a clash with the European Par- 
liament over tile Commission’s 
handling of BSE. 

Facing a censure motion in 
the European assembly, Mr 
Santer pledged to try to amend 
the Treaty of Rome to give 
greater priority to health pro- 
tection - with parliament 
given an enhanced role in 
health issues — and establish a 
more coherent food policy. 

While blaming the UK for 
the “mad cow" crisis, he 
admitted the European agricul- 
tural system, underpinned by 
the Common Agricultural Pol- 
icy, had played a role. "Can we 
really go on claiming BSE is 
an accident of nature? Is it not 
actually the consequence of a 
model of agricultural produc- 
tion which pushes productivity 
at whatever cost?” he asked. 


Mr Santer’ s pledges went 
beyond the administrative 
reforms already announced, 
which Include the transfer of 
responsibility for human 
health from Mr Franz Fischler, 
agriculture commissioner, to 

Ms Emma TVi nin n consumer 
policy commissioner. 

MEPs in Strasbourg are 
expected today to endorse the 
report of parliament’s special 
inquiry into the beef crisis, 
which rebukes the Commis- 
sion and UK government for 
serious errors. Downing Street 
yesterday said many of the 
criticisms of Britain’s handling 
of the BSE crisis were “com- 
plete tosh". 

MEPs are likely to give Mr 
Santer a nine-month deadline 
to take “urgent and effective 
action", or face parliamentary 
censure - which would require 
all 20 European Commission- 
ers to resigD. 

An immediate censure 
motion of Brussels over its 
handling of the crisis, to be 
voted on tomorrow, is expected 
to fall short of the required 


two-thirds majority, in spite of 
being signed by 70 MEPs. 

Mr Santer admitted mistakes 
by his administration and pre- 
decessors but repeated his 
rejection of allegations that 
the Commission had put the 
beef market above public 
health, obstructed parlia- 
ment’s inquiry and “caved in” 
to UK pressure to lift the 
export ban on gelatine made 
from British beef. 

Mr Santer said CAP reform 
would be a priority once revi- 
sion of the Maastricht treaty 
was completed, and would 
involve “nothing short of a 
revolution in our way of 
looking at food and agricul- 
ture". He said reform would 
focus on quality, environmen- 
tal protection, and a return to 
“natural production methods". 

The MEPs’ report includes 
recommendations that the UK 
repay EU funds spent on eradi- 
cating BSE, that the Euro- 
pean Court take action over 
the refusal by Mr Douglas 
Hogg, UK agriculture minis ter, 
to appear before their inquiry. 


the stability of Hong Kong 
finance and the economy is 
extremely important, not only 
for Hong Kong and China and 
Asian nations, but for the 
world.” 

Senior Japanese executives 
have privately expressed con- 
cern ova* the position of their 
i n vestme n ts in the colony after 
the hand-over. 

These include the risk of 
speculative pressure on the 
currency and that Hong Kong 
depositors might weaken the 
dollar by placing their cash in 
other currencies. 

But Japanese executives 
have been reluctant to voice 
their concerns openly for fear 
of antagonising the Chinese 
leadership and jeopardising 
their Hong Kong interests. 


Ahmanson 
bids $6bn 

Continued from Page 1 

Wall Street analysts 
suggested the offer was attrac- 
tive. Mr Thomas O'Donnell, 
analyst with Smith Barney, 
said: “I think they are trying 
to put a very attractive deal on 
the table, to make the stock 
price rise. That might keep 
potential suitors at bay." 

Several commercial banks 
outside California are consid- 
ered possible friendly alterna- 
tive bidders. They include 
North Carolina-based Nations- 
Bank, the nation’s third larg- 
est. Narwest and First Bank 
1 System Of Minn esota, and the 
thrift, Washington Mutual. 

Ah man s on’s offer document 
says the merger would 
enhance cash earnings per 
share by 5 per cent this year, 
15 per cent next year, and 28 
per cent in 1999. Its aggressive 
initial offer values Great West- 
ern at $42£3 per share, a 244 
per cent premium over its dos- 
ing price of $3-125 at the end of 
the previous trading day. 

Ahmanson's financial advis- 
ers on the bid are Credit Sui- 
sse First Boston and Montgom- 
ery Securities. 


Airbus to challenge in 747 market 


By Michael Skap inker 
in Toulouse 

Airbus Industrie is to compete 
with Boeing in the market to 
replace the US manufacturer’s 
747 jets by developing its own 
planned “super jumbo” jet into 
a family of aircraft. 

Mr Jean Pierson, chief exec- 
utive of the European consor- 
tium, said yesterday that the 
smallest model would carry 
fewer than 500 passengers and 
the largest more than 600. 

Mr Pierson said the smaller 
version would be offered to air- 
lines planning to replace their 
400-seat Boeings, the largest of 
the US manufacturer's jets. 

He stressed that Airbus had 


no plans to produce a 4QOsea- 
ter. Boeing would respond to 
any direct incursion into this 
market by cutting prices of the 
747. "They will break our 
backs.” he said. Instead, Air- 
bus would aim to supply 
slightly bigger, more modem 
aircraft that airlines could use 
during the next century. 

The consortium was deter- 
mined to press ahead with its 
proposed A3 XX aircraft in 
spite of the decision last 
month by Boeing of the US to 
shelve its own 550-seat “super 
jumbo”. However, Boeing's 
decision had removed some of 
the pressure on Airbus, which 
is owned by Aerospatiale of 
France, Daimler-Benz Aero- 


space of Germany. British 
Aerospace and Casa of Spain. 

He said Airbus had more 
time to consult airlines and 
would probably not announce 
a decision to go ahead with the 
A3XX before the end of next 
year or the beginning of 1999. 
The A3XX is scheduled to go 
into service in 2003. 

Airbus was talking to sev- 
eral airlines, including British 
Airways. Singapore Airlines. 
Japan Airlines and United Air- 
lines of the US. Federal 
Express, the US freight com- 
pany. was interested in a cargo 
version of the A3XX. 

Mr Pierson said that, while 
the basic aircraft would carry 
550 passengers. Airbus was 


also likely to produce both 
larger and smaller versions. 
The A3XX would be aimed at 
two types of airline. The first 
would be those constrained 
from carrying more passengers 
by congestion at their home 
airports. An example was Brit- 
ish Airways, which is finding 
it difficult to increase capacity 
at London's Heathrow airport. 

The second would be carri- 
ers needing to replace ageing 
Boeing 747-400s in the next 
decade. These airlines would 
be looking for jets slightly big- 
ger than the Boeing 400-sea- 
ters. Mr Pierson indicated that 
the smaller version of the 
A3XX would have fewer than 
500 seats. 
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Europe today 

It will be wet and windy over north- 
western Europe. In particular, the 
British Isles win have plenty of rain 
and gale force westerly winds, 
caused by a disturbance west of 
Scotland. An associated frontal 
zone will bring rain to western 
France, the Benelux and Germany. 
It will be sunny over most of Spain 
and central Italy. Northern Italy will 
have a mixture of sun and cloud 
while the south will have showers. 
Greece will have rain with thunder 
showers. Rain is expected in 
Turkey. The southern 
Mediterranean will be dry with 
plenty of sunshine. 

Five-day forecast 

As the week progresses, high 
pressure over the western 
Mediterranean and Spain will 
extend its influence toward central 

Europe. This will bring improving 
conditions to the area. 

The British Isles will continue to 
have one disturbance after another 
as a westerly air stream Is 
maintained. 

TODAY’S TEMPERATURES 
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Deng in danger 


Rumours that Mr Deng Xiaoping, 
China's paramount leader, is close 
to death may or may not turn out to 
have been exaggerated. But their 
significance almost certainly 
been. For one thing, Mr Deng’s mar- 
ket-oriented reforms look built to 
last The real debate in China is 
about the pace of farther change*, 
not putting what has already hap- 
pened into reverse. In any case, Mr 
Deng has for some time been too 
frail to have any significant role. In 
practice, the process of transition 
most expect after his death - a 
handover to Mr Jiang Zenrfn, cur- 
rently president - began several 
years ago. 

None of this Is to deny that Mr 
Deng’s death would probably set off 
an unsettling round of political 
manoeuvring. And whatever the 
broad outcome, the risk of specific 
investor -unfriendly policy chang es 
emerging must always be real. But 
that alone is not enough to justify 
yesterday’s severe jitters In Chinese 
stock markets. On the contrary, 
since Mr Deng’s shaky health has 
long been in no doubt, investors 
cannot rationally regard the possi- 
bility of his death as any kind of 
surprise. The uncertainties it might 
provoke should already be built 
into their expectations. Hence, per- 
haps, Hong Kong markets’ calmer 
reaction to the rumours; certainly 
this looks better judged. 

Ciba Speciality 

Clba Speciality looks attractive. 
The demerger from Novartis will 
create one of the world’s largest 
Speciality nhnmical rampanias , with 
leading positions In additives, pig- 
ments and epoxy resins. Yester- 
day’s price range suggests a market 
capitalisation of SFr5.2bn-SFr6.2bn 
($3.6bn-!4.3bn). Inclntting SFrlbn of 
debt, this values the group at a 
ratio of 0. 9-1.1 times enterprise 
value to sales, a hefty 20 per cent 
discount to its European rivals. 
Moreover, cost reductions should 
fuel rapid earnings growth while 
there is huge room to improve stock 
control and cash generation. In 
addition,' the management's deri- 
sion to Invest one year’s salary into 
shares is admirable. 

Ciba’s flotation is also the latest 
evidence of this industry’s 
tar-reaching restructuring, follow- 
ing Unilever’s decision to sell its 
£5bn ($8.1 bn) speciality chemicals 
arm and the proposed merger of 
Hoechst's speciality operations with 
Clariant. Corporate activity should 
create fewer, more profitable pro- 
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This looks unlikely, however. Ris- 
ing share prices and healthy vot 
rones have taken the pressure ioff 
companies, slowing the drug indus- 
j 'V. ? y. a ■■■■a c?. trv’s consolidation. Sir Richard 

utlve and previously an advocate of ; 
buying market share through big 
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ducers and prompt the emergence 
of a properly analysed European 
speciality chemicals sector. The 
established US peer group is valued 
10-40 per cent more highly. 

This should also be good news for 
Europe’s chemical conglomerates. 
While they have been re-rated on 
the hagfc of their pharmaceutical 
activities, the stock market has yet 
to distinguish between chemical 
businesses, tarring bulk and speci- 
ality chemicals with the same 
brush. A change in perception could 
give share prices another push. 

S mith Kline Beecham 

S mith Klin e Beecham is set to 
increase earning s by 15 per cent a 
year into the next century, ignoring 
currency effects. The group’s anti- 
depressant, Seraxat, should pass the 
£lbn «ieg mark In 1997; and the 
vaccines market, where SmlthKline 
is world leader, is expected to dou- 
ble In size to $6bn over four years. 
There are five medicines in late- 
stage clinical trials and, having 
caught up on research and advertis- 
ing spending, wiaMflgpment qin 
focus on boosting cash flow. Only a 
handf ul of drug stocks, including 
Merck. Pfizer and Novartis, can 
match SmithKline’s prospects. 

If there is a niggle, it is that the 
group could tidy up its portfolio. 
Keeping the low-return clinical lab- 
oratories business can perhaps be 
justified, as it cements relationships 
with big managed care groups. But 
old Beecham consumer businesses, 
such as Rlbena, Lucozade and 
Aquafresh toothpaste, would surely 
fit better with the livpg of Procter & 
Gamble. Their sale would also raise 
a handy £lbn-£2bn towards an 
acquisition. 


tinue to focus on sales growth and 
new products. On that score. Snuth- 
Kiinp is up there with the best of its 
peers. 

BZW 

UK investment banks have long 
suffered from a credibility problem. 
How can they compete with thear 
grander US cousins without the 
advantage of such a large domestic 
market? A 29 pea- cent fell in profits, 
and paltry 8 per cent return on capi- 
tal, provide an inauspicious back- 
drop for challenging this received 
wisdom. Yet BZW believes it can 
maVp sustainable, high profits and 
is investing to secure them. That is 
the real message behind its results. 

Sceptics argue that Barclays, 
BZW’s parent, is simply throwing 
good money after bad. But that 
counsel of despair is inappropriate. 
There are huge swathes of profit- 
able business to be done, especially 
in continental Europe and Asia, 
where US investment banks enjoy 
no compelling competitive advan- 
tage. And with continental Europe 
still in the early stages of corporate 
restructuring, some of the most 
lucrative business in the years 
ahead will be In BZW’s backyard. 

This still leaves the question of 
whether BZW will be one of the 
winners. The auguries are positive. 
Mr Bill Harrison, the chief execu- 
tive, has identified the priorities - 
boosting the advisory, markets and 
equity origination businesses - and 
made some strong hires. What 
remains is more difficult. If these 
costs are to start delivering returns, 
the individuals will have to be 
welded into a team. And, critically, 
the bank's different arms will have 
to learn how to leverage effectively 
off each other. 

Mr Martin Taylor, Barclays’ chief 
executive, is right that not all costs 
are bad, nor all revenues good. But 
he cannot doubt that BZW will need 
to start producing revenues if his. 
judgment is to be vindicated. 

Additional Lex on buy-backs, . 

Page 21 
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Merger boosts 
Swedish banks 


‘ Shares in Swedish banks soared as two of the 

hi^^tconfiriDfid they were to merge By John Burton in Seoul analysts believe yesterday’s chaebol as it was operat- 

”■ re ^ ts front the sector showed proposal may prove a blue- fug in the market before the 

_ \ r r ■■K' m 1996 - Swedbank announced it South Korea's biggest print (Or also solving the prob- restriction was Imposed. 

had a ^ eed a merger with F Or entngsbanken to conglomerates, or chaebol, will lems of the banking industry. The entry of the chaebol 

form the country's second-largest banking group be allowed to enter the debt- which Is suffering from a huge from the second half of the 

1 with combined total assets of SKrBlSbn ridden domestic life assurance burden of bad loans. year is expected to lead to a 

(®8S.36bn). Page 16 sec tor In a state-sponsored The chaebol were already consolidation of the industry 

Brahma posts 21 % profits droo attempt to rescue it. allowed to operate non-life as medium-sized companies 

Heavy investment in new catwritv 1*5 The ministry of finance and insurance companies. However vanish through mergers and 


Korea tackles insurance losses 

Seoul opens door for conglomerates to rescue debt-ridden market 


By John Burton In Seoul 


South Korea's biggest 
conglomerates, or chaebol, will 


analysts believe yesterday’s 
proposal may prove a blue- 
print for also solving the prob- 
lems of the banking industry. 
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Brahtna posts 21 % profits drop 

Heavy investment in new capacity led Brahma, 
tbe biggest brewer in Brazil, to announce a 21 
*” ; r. per cent drop in annual net profits despite a 
modest increase in sales. Brahma said profits 
had been held back by exceptional charges; 
including the R$45m ($42JJm) start-up cost for 
its Nova Rio brewery. Page is 

y 

Mondadori shares fall after resignation 

■*- j. The resignation of Mr Paolo Forlm from Monda- 
- 1 v dori, one of the main subsidiaries of the Fin- 
1 invest empire of Mr Silvio Berlusconi, fanner 
prime . m i n i s ter, sent the shares of the Monda- 
' ,-'C; dori publishing group tumbling on the Milan 
stock exchange. Page 19 

‘/H‘ Gentian banks 1 profits advance 

'•% Two of Germany’s biggest banks, Deutsche 
~ Bank and Bayerische Vere ins bank, reported 
; sharp increases in operating profits for 1996, but 
''o Deutsche managed only a small rise in net 
5" r.- income compared with Vereinsbank’s stronger 
s. advance. Page 19 

Gulf Canada wins control of Clyde . 

' Gulf Canada Resources won control of Clyde 
. •• Petroleum, the UK oil independent, by the nar- 
yt rawest margin the oil sector has seen for years 
after Mr Colin Phipps, Clyde's founder, and 
other former directors sold their stakes. Page 21 

Smith Kline Beecham up 14% 

* * C Surging sales of new drugs, especially anti- 
- : .. depressants, helped Smithlbme Beecham, the 
UK’s second-largest drugs company to a 14 per 
' V cent rise in pre-tax profits from £L36bn to 
-' £L55bn ($2.5lbn). But profits were hit hard by 
the strength of sterling last last year. Page 21 
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changes yesterday 



sector In a state-sponsored 
attempt to rescue it. 

Hie ministry of finance and 
economy said it would allow 
Hyundai, LG and Daewoo to 
participate in the world’s sixth 
biggest assurance market as 
long as they take over at least 
one of the 17 domestic assur- 
ance companies that are con- 
sidered technically insolvent 

There are 28 local compa- 
nies, including joint ventures, 
operating in the sector. Some 


The chaebol were already 
allowed to operate non-life 
insurance companies. However 
they have been largely barred 
from life assurance and bank- 
ing because of fears their 
involvement would Increase 
their considerable economic 
power as they gained access to 
new sources of financing- 
The insurance industry is 
dominated by six main compa- 
nies, including Samsung, 
which is exempted from the 


acquisitions. 

The government is also seek- 
ing to improve the industry's 
competitiveness before it is 
open to full foreign competi- 
tion as a result of commit- 
ments made to the Organisa- 
tion for Economic Co-operation 
and Development, which Seoul 
joined last year. The industry's 
problems stem from deregu- 


lation of the market in 1987, 
with the entry of 27 new com- 
panies in the last decade. Most 
have had difficulty in challeng- 
ing the dominance of the “big 
six" companies, which include 
Samsung, Korea, Kyobo, and 
Hungkuk, with a combined 
market share of 73 per cent 

The 15 new domestic compa- 
nies had a combined loss of 
Woni.lOObn ($i.25bn) in the 
last fiscal year, while 12 for- 
eign companies, including 
seven joint ventures, lost a 
total of Won340bn, according 
to the finance ministry. 

The government has 
required life assurance compa- 
nies to increase their capital 


base by next month to cover 
losses, with those that fail 
being ordered to suspend 
operations or being forcibly 
merged. 

In another attempt to restore 
financial strength to the sec- 
tor, the government has tri- 
pled the minimum capital 
requirement for new busi- 
nesses to Won30bn. 

But foreign companies will 
be allowed to open branches 
with Won3bn in capital. 

Companies taking stakes In 
life assurance companies and 
the more profitable non-life 
insurance sector also face 
more stringent capital require- 
ments. 


Novartis values 
Ciba Chemical 
spin-off at $4bn 


By WaOam HaU in Zurich 

Ciba Specialty Chemicals 
yesterday put an indicative 
price on its' forthcoming global 
offering which Is expected to 
give the company a stock mar- 
ket value near SFrSbn ($4.ibn). 

In one of the world’s biggest 
spin-offs - from Novartis, the 
pharmaceutical giant formed 
from last year's merger of Ciba 
and Sandoz - the shares will 
be priced at between SFr72 and 
SFr88 in the offering before the 
start of trading next month. 

The details, announced in 
Zurich and London, were wel- 
comed by analysts yesterday. 
Mr Gilbert Puder of Bank Sara- 
sin noted that the group’s mar- 
ket capitalisation was low 
compared with its 1996 sales of 
SFr6.7biL 

The transaction is the first 
tax-free demerger in Switzer- 
land, and Mr Marco Hly, a 
managing director of Credit 
Suisse First Boston, one of 
Ciba’s advisers, believes it 
could spark similar restructur- 
ings as other Swiss companies 
realise they can demerge with- 
out incurring onerous tax lia- 
bilities. 

If Novartis had distributed 
dba Specialty Chemicals stock 
to its shareholders, they would 
have faced substantial tax 
trills. To avoid this, the demer- 
ger bad to be structured as a 
deeply discounted one-for-oDe 
rights issue of 72m shares at 
SFrlO. If Novartis shareholders 
do not take up their shares 


they can sell them to a bank- 
ing syndicate that will sell 
them in the global offering. 

Mr Rolf Meyer, Ciba's chair- 
man who pioneered the tax- 
free scheme, said yesterday 
that demerging Ciba Specialty 
Chemicals from Novartis 
would sharpen the group's 
focus on shareholder value. 

He said Ciba was committed 
to “further improving its oper- 
ational excellence and profit- 
ability”. 

The group, which has not 
yet announced its 1996 results, 
expects a “marginal Increase 
in operating profit before a 
SFrl.lbn restruc t uring charge. 
Some SFr202m covers addi- 
tional environmental provi- 
sions, SFr340m covers separa- 
tion costs and SFr53Sm relates 
tp a stream fining of the five 
divisions. A further SFr250m 
to. SFrSOOm of restructuring 
costs win be taken in 1997. 

It estimates that the 
restructuring will realise bene- 
fits of SFr80m in 1997 and 
SFrlSOm a year thereafter. 
After the restructuring Ciba 
will have SFrlbn of debt and 
more than SFr4hn of equity. 

The spin-oil, believed to be 
second in size only to Zeneca, 
Imperial Chemical Industry's 
former pharmaceuticals arm, 
is expected to create the 
world’s largest speciality 
chemicals company measured 
by stock market capitalisation. 

Lex, Page 14 
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Ringing in the new: the Chicago Board of Trade, the world’s busiest futures exchange, began 
trading in its new $182m building yesterday. Taking part in a bell-ringing ceremony to open 
trading were (from left) Tom Donovan, CBoT president, Chicago mayor Richard Daley, CBoT 
chairman Patrick Arbor and CBoT trading facility task force chairman David Brennan name noma* 


Deutsche 
Babcock to 
shed 10,000 
jobs over 
two years 

By Peter Norman In Bonn 

Deutsche Babcock, the 
lossmaking German engineer- 
ing group, yesterday warned it 
would shed about one in three 
of its 29.300 employees in the 
next two years. 

Mr Klaus Lederer. who took 
over as chief executive at the 
beginning of this month, said 
that up to 10.000 jobs would go. 
About 5,300 employees would 
leave the group as a result of 
disposals, while more than 
4,000 jobs would go under 
rationalisation measures, 
including some dismissals. 

The company announced in 
January a DM434m ($257m) 
loss for the year to the end of 
September 1966. Yesterday, it 
reported that its loss in the 
first four months of its current 
year was cut “in line with bud- 
get" from about DM250m last 
year to DM150m. 

Turnover edged ahead from 
DMZ.6bn to DM1.9bn in the 
four months, while incoming 
orders were virtually 
unchanged at DM2Abn, leav- 
ing the order book stable at 
DMll.4bn compared with a 
year ago. 

Mr Lederer said Deutsche 
Babcock planned to halve its 
loss in the year to September 
30, and aimed to break even in 
1997-1998. He promised drastic 
cuts in the group’s manage 
meat structure and a reduc- 
tion from eight to three in its 
production divisions, which 
will leave Deutsche Babcock 
focusing on machine building, 
systems technologies and 
power plant and environmen- 
tal technology. 

Deutsche Babcock is review- 
ing non-core activities with 
annual sales of between 
DMflOOm and DMlbn to deter- 
mine whether they should be 
sold. Staff numbers have been 
cut from 32.300 last September 
to 29,300 at the end of last 
month. 

Mr Lederer, an engineer, 
joined Deutsche Babcock after 
heading the European automo- 
tive activities of ITT Indus- 
tries. He also worked for AEG 
Telefunken. the now-defunct 
electrical and electronics 
group. BMW, the carmaker, 
and Heidelberger Druckmas- 
chinen, a manufacturer of 
printing machinery. 

He replaced Mr Heyo 
Schmiedeknecht. chief execu- 
tive of Deutsche Babcock since 
1990. 


Viasa rescue faces collapse 
after state aid is refused 


By Raymond Coffit In Caracas 

Attempts to rescue Viasa, the 
Venezuelan national airline, 
seemed close to collapse last 
night 

The state privatisation 
agency Fando de Inverslones 
de Venezuela, which has a 40 
per cent stake, ruled out put- 
ting any more money into the 
airline. Instead Mr Alberto 
Poletto, the agency's head, has 
recommended that Viasa - 
whose principal shareholder is 
the Spanish airline Iberia - be 
shut down. 

A final decision will he 
taken shortly by president Raf- 
ael Caldera. 

The airline, which ceased 
flying on January 23, bad an 
estimated loss of $30m last 
year and has not made a profit 


since Iberia took over the man- 
agement and acquired a 45 per 
cent stake in 1961. 

The Venezuelan Banco Pro- 
vincial has 15 per cent. 

“The decision of the national 
government is very clear. We 
are not going to capitalise 
Viasa. The company is very 
deteriorated and its liabilities 
are very large,” Mr Poletto 
said. “Under such circum- 
stances it would be irresponsi- 
ble for the Venezuelan state to 
make any Wnd erf capital con- 
tribution." 

An amiable liquidation 
agreement was being sought 
with Iberia to reduce the social 
impact of closure. 

Potential redundancy costs 
are estimated at $20m. In Car- 
acas Iberia said it would 
figgrrma its share of the costs. 


The Spanish airline has 
insisted it has done everything 
possible to avoid Viasa’s shut- 
down. 

Mr William Bracho, a Viasa 
labour representative, said 
employees would seek to form 
another airline if Viasa went 
Into liquidation. 

While the government has 
shown interest in maintaining 
a flag carrier airline, Mr Teo- 
doro Petkoff. planning minis- 
ter, said that it would not con- 
tribute towards a new 
company. 

The FIV and Iberia had 
reached agreement in principle 
at the end of last month to 
keep Viasa afloat, but recent 
audits revealed total liabilities 
far beyond what was originally 
thought Viasa had claimed its 
total debt was $l20m. 


Marriott outbids rival with 
$lbn deal for Renaissance 


This announcement appears as a matter of record only. 
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By Tracy Corrigan 
in New York 

Marriott International, the US 
hotels group, is to pay Slbn 
for BwiaiMMiee Hotel Group, 
outbidding a rival offer from 
Doubletree. 

The agreed deal is the latest 
sign of consolidation within 
the international hotels busi- 
ness. It follows the launch last 
month by Hilton Hot els of a 
S6.5bn hostile hid far ITT. 

Mr JW Marriott Jr, Marriott 
ft frafrrmm, said the deal with 
Renaissance would “more 
than double our presence out- 
side of the US”. 

At the end. of last year, 
Marriott had nearly 230.000 
rooms globally but only 20.000 
outside the US, according to 


Mr WIDiam J Shaw, who will 
take over as chief operating 
officer of Marriott Interna- 
tional in March. 

Renaissance has about 
30,000 rooms outside the US, 
including its New World 
hotels in the growing Asian 
market. It also owns the 
Renaissance chain of interna- 
tional business and leisure 
hotels and Ramada, a mid- 
priced brand outside north 
America. 

New World Development 
Company, the -Hong Kong- 
based real estate company 
Which owns 53 per cent of the 
voting stock of Renaissance, 
hoc accepted .Marriott’s offer 
of $30 cash per share- . 

Marriott said that it expec- 
ted to begin ft tender offer for 


all outstanding Renaissance 
shares within five business 
days. 

The deal supersedes a cash- 
and-stock agreement between 
Renaissance and Doubletree 
last month that valued Renais- 
sance shares at $26.67 at Dou- 
bletree's then share price of 
$43. Renaissance shareholders 
were to have received $8 in 
cash and 0.4342 Doubletree 
shares per Renaissance share. 

Doubletree said it would not 
pursue the acquisition. But 
undo- the the memorandum of 
understanding signed with 
Renaissance, it would receive 
a break-up fee of 815m. 

Marriott aims to complete 
the acquisition by the second 
quarter of 1B97- 
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COMPANIES AND FINANCE: EUROPE 


Investors welcome Swedbank merger 


EUROPEAN NEWS DIGEST 


By Hugh Camegy 


Shares in Swedish banks 
soared yesterday as two of 
the country's biggest con- 
firmed they were to merge 
and results from the sector 
showed record profits 
in 1996. 

Swedbank - known 
domestically as Sparbanken 
- said it had agreed to merge 
with Ffireningsbanken, con- 
trolled by the Swedish farm- 
ers’ confederation, to form 
the country’s second-largest 
banking group with com- 
bined assets of SKr619bn 
($83J36bn) and a joint market 
capitalisation of mare than 
SKrtObn. 

The two reported record 
earnings for 1996, as did 
rivals Svenska Hauddsban- 


ken and Nordbanken. The 
other leading bank, Skan- 
dinaviska EAskilda Banken, 
reported record profits last 
week. 

Investors greeted the 
merger and the jump In 
earnings with enthusiasm. 
They expect further profits 
strength and are betting that 
SE-Banhen and Nordbanken 
will complete the restructur- 
ing round by morning 
merger talks they broke off 
last month. 

Mr Hans Dahlborg, chief 
executive of Nordbanken, 
said his door remained open 
for discussions cm a merger 
that would create the biggest 
Swedish bank. That position 
is now held by Handels ban- 
ken, which led the way in 
December by buying Stad- 


shypotek, Sweden’s leading 
mortgage lender. 

Shares in Swedbank 
showed the biggest gains 
yesterday, Jumping 17 per 
cent from their close last 
week when trading resumed 
in mid-afternoon. By the 
dose they were up SKr20 at 
SKrl39.50. Fbreningsban- 
ken’s most-traded A shares 
rose 12 per cent, dosing up 
SKr4.70 at SKr 48.20. Nord- 
banken also raced ahead, 
gaining SKr20 to close at 
SKr2S5, while Handels ban- 
ken A shares rose SRr6.50 to 
end at SKr207.50. 

Hie newly merged bank - 
to be called FOreningsSpar- 
banken - will be Sweden's 

market leader in most pri- 
vate retail ba n king services, 
including deposits and lend- 


ing, with 5m clients; joint 
income of SKr21bn and pro- 
forma operating profits In 
1996 of SKr6.4bn. Its main 
customers will be private 
individuals, farmers, small 
and medium-sized companies 
and municipalities. 

The merger will be com- 
pleted by Sparbanken - 
which is much bigger than 
its partner - exchanging two 
newly Issued shares for 
every seven FGreningsban- 
ken A shares and one new 
share for every three Fflren- 
ingsbanken B shares. Also. 
FOrenings banken will pay an 
extra dividend of SKr4 a 
share to holders of its 
A shares. 

The two sides said the 
merger was' driven by inten- 
sifying competition in finan- 


cial services, the cost 
of technological change and 
growing internationalisa- 
tion. 

The principal gain will 
come from projected synergy 
savings of at least SKrUjbn 
a year - or SKr3 a share - 
from 2000 through a cut of at 
least 2,000 in their combined 
staff of 13,000. There is con- 
siderable overlap in their 
joint network of 1,100 
branches. 

Both banks come to the 
deal on the back of sharply 
improved performances last 
year. Swedbank reported a 
20 per cent rise in operating 
income from SEr4.4bn in 
1995 to SKr5.3bn, its best 
result since it was formed 
in 1992. 

Fdreningsbanken said it 


also achieved record profits, 
with an increase in operat- 
ing arm in gs from SKribn to 
SKrl.l6bn. Both partners 
benefited from a trig fall in 
loan losses and a big rise in 
commission income. - 

However, net interest 
income was flat because of 
low loan growth and narrow- 
ing margins between deposit 
and lending interest rates. 
The lack of market growth 
has been a factor behind the 
rationalisation. 

Confirming the improved 
earnings trend, Handdsban- 
ken said its operating profits 
rose 33 per cent in 1996 from 
SKr5bn in the previous year 
to SKr6.7bn, while Nordban- 
ken reported a 10 per cent 
increase from SKr4.9bn 
to SKrS.4bn. 
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banks in Tahiti and a regional bank 
France. The bank stressed it would still 

omoHinh and international corporate customers 


Sharp fall at Usinor Sacilor 


through Credit Lyonnais ca 

in 1993, which also covere Norway and Fm^ This 

would specialise in export 

management advice, the bank said. It '- 

SdewSfid have no affect on the group s 1997 accounts, 
suggesting the Swedish unit was sold at near its 

IcwMctol value. The price is believed to have been 

about FTWto ($15^0- in 1986. emnloi 


By David Owen in Paris 


Usinor Sacilor, Europe's 
biggest steel maker, yester- 
day reported sharply 
reduced ann ual income 
while indicating tt expected 
to do better this year. 

The French company, pri- 
vatised less than two years 
ago, said net profits in 1996 
slid two-thirds to FFrl.5bn 
($26lm) from FFr4.4bn a year 
earlier. This was on turnover 
of FFr71. lbn. against 
FFr7S.4bn in 1995. Net 
income per share fall more 
than 70 per cent from 
FFr20.87 to FFr6.12. 

The downturn prompted 
the group to cut Its dividend 
from last year’s FFr4 a share 


to FFr3, which it said was 
equivalent to 49 per cent of 
net profit. 

In spite of its difficult 
year, the group - which said 
last week it was keen to 
invest in Corporation Side- 
nlrgica (CSC, of Spain - cut 
net debt from FFrllbn to 
FFr6.5bn. Mr Francis Mer, 
chairman, said the results 
demonstrated the “capacity 
of resistance" the group had 
built up. 

Analysts said the figures 
were somewhat better than 
expected and the shares rose 
FFr2.70, or 3 2 per cent, to 
FFr87.90 an a declining Paris 
market Mr Alain Kerfoum, 
an analyst with Cholet- 
Dupont in Paris, said he had 


tire impression 1996 would be 
the low point for the group's 
results. But he said his cur- 
rent 1997 projection of 
FFr£5bn at the net income 
level was “not at all 
assured". 

The company said Euro- 
pean demand for stainless 
steel and flat carbon prod- 
ucts was starting to recover 
and that prices, although 
still low, were beginning to 
pick op, particularly far gal- 
vanised products. 

Mr Mer indicated the 
recent revaluation of the dol- 
lar was also helping the com- 
pany. He described it as “a 
happy surprise" that should 
help to put some "butter on 
our spinach". 


He acknowledged, how- 
ever, that end-of-year discus- 
sions on the renewal of 
annual contracts had been 
“difficult", especially those 
with European carmakers. 
The group had been obliged 
to concede some price cuts. 

On CSE, Mr Mer confirmed 
Usinor's interest and said 
that, if the Spanish govern- 
ment confirmed its intention 
to privatise, the group would 
seek to “play a role" that 
met both its and the Spanish 
company's interests. 

He also confirmed the 
company was considering a 
possible change of name, 
although this was a delicate 
subject that touched on the 
whole history of the group. 



Credit Lyonnais Bank Sverige, created in 1986, employ. 
27 staff and reported total assets ofF^bn at the ari of 
last year, with banking income of FFr^m and netprafK 

of FFrSm. Sales of other European subsidiary of CrijUt 
Lyonnais are expected over the coming months as part of 

arKtractniingandrecapitdisationpIa^^^^^^^^ 


Vobis static despite sales rise 


Vobis Microcomputer, the German compute ret^ler. : 
yesterday announced that last year's pre-tax profitwouJd 
probably be close to the DM50m ($29.4m) reported for 1995 
which ifeelf was unchanged from the previous year. 

Turnover, however, increased from DM3.Q9bn m 1995 to 
DM3.3bn in 1996. the company, which is 58.5 per cent 
owned by the Metro retail and trading group, said it was 
the lopHiw p vendor of personal computers in Germany. 

Peter Norman, Bonn 


Scottish bank sells Swiss arm 
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the group to cut its dividend an analyst with Cholet- help to put some “butter on subject that touched on the 
from last year’s FFr4 a share Dupont in Paris, said he had our spinach". whole history of the group. Francis Mer: dollar devaluation ‘butter on our spinach’ 


Scania earnings tumble in final quarter of 1996 

By Hugh Camegy quarter of 1995 to SKrS64m full-year pre-tax earnings Yesterday's news its market share in western Mr Leif Ostling, chief 

in Stockholm ($75.95m) as Scania was hit down 44 per cent from prompted a SKr5 fall in Europe from 14.3 per cent to utive. said output leve 
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Royal Bank of Scotland has agreed in principle to sell its 
100 per cent interest in its Swiss operation. The Royal 
Bank of Scotland AG. Zttrlch, which bad assets of SFr42m 
($28.7lm) on September 30, to Banque de Depots. 
Switzerland. Royal Bank of Scotland said the impact of 
the t ransa ction on future earnings and net assets would 
not be material. The sale is subject to contract and 
regulatory approvals. AFX News, London 


Derivatives advice available 


Scania, the Swedish heavy 
truckmaker. yesterday 
reported a plunge in profits 
in the last three months of 
1996. This is the second quar- 
ter in a row that profits have 
fallen. It also warned It 
expected a significant fall in 
demand this year in Europe, 
Its main market. 

Pre-tax earnings tumbled 
from SKrlJbn in the fourth 


quarter of 1995 to SKrS64m 
($75.95m) as Scania was hit 
by adverse currency move- 
ments and the continuing 
effect of delays in the intro- 
duction of its new 4-series 
truck. 

The figure would have 
been even lower but for an 
unexpected one-time gain of 
SKr400m from a favourable 
tax settlement in Argentina. 

The result followed a fall 
in profits to just SKr4Qm in 
the third quarter and left 


full-year pre-tax earnings 
down 44 per cent from 
SKr4.8bn in 1995 to SKr2.7bn. 
Eamings per share for the 
full year foil from SKrl6.4G 
to SKr&SO. 

The sharp reverse has 
caused some embarrassment 
as it followed shortly after 
Investor, the main Wallen- 
berg family Investment 
vehicle, floated a 55 per cent 
stake in Scania on the Stock- 
holm and New York stock 
markets. 


Yesterday's news 
prompted a SKr5 fall in 
Scania’s most-traded B 
share, to SKr 191, but the 
price remained well above 
the SKr 180 issue price. 

Scania sales over the year 
were relatively stable. Turn- 
over fell from SKr34.8bn to 
SKr83.7bn, but was up 
slightly excluding currency 
effects. The number of 
trucks and buses sold fell 
from 44.637 to 42,991. But 
Scania said it had increased 


its market share in western 
Europe from 14.3 per cent to 
15.5 par cent 

The company's main prob- 
lems - aside from currency 
stuffs - arose from delays in 
the phasing of the 4-series 
truck, which has now been 
completed. Changeover pro- 
duction expenses rose to 
SKr650m - compared with 
projections of SKrSOOm - 
and there was a further 
SKr290m charge to cover 
personnel reductions. 


Mr Leif Ostling, chief exec- 
utive. said output levels of 
the 4-series were now up to 
capacity. But he said it 
would still take some 
months to reach iwanimiTm 
productivity. 

Meanwhile, he warned 
that Scania expected 
demand for heavy trucks in 
Europe to Call from 172,000 in 
1996 to around 160,000 this 
year, a development which 
would put pressure on 
prices. 


Educating corporate treasurers and company directors 
has become a top priority for the UK’s Association of 
Corporate Treasurers as a result of the fast growth in ^ 
derivatives usage by large companies. The association's 
latest publication comprises 14 case studies of treasury 
actions where the use of derivatives was a main factor. 
The ACT presents some innovative uses of derivatives, 
such as the elimin ation of the effects of differences in 
inflation rates between countries or the protection of 
pension funds during transitions - for example during a 
ehangp in fond manager. Samer Iskandar, London 
Uses of Derivatives. £15 (£7.50 for students and ACT ■ 
members). Association of Corporate Treasurers. Ocean 
House, 10112 Little Trinity Lane, London EC4V2AA. 


All of these securities having been previously sold, this announcement appears as a matter of record only. 


Ciba paints upbeat picture 


New Issue 


Decemberi 996 Presentations ahead of flotation stress group's promising future 


FF 477,000,000 


PARIS 


Initial Public Offering 
2,650,000 Ordinary Shares 


Offer Price: FF 180 Per Share 


Listing on Bourse de Paris 


Global Coordinator 


I f Ciba Specialty Chemi- 
cals were to be awarded 
marks for putting the 
best public relations spin on 
a corporate spin-ofL then the 
way it is handling its emer- 
gence from Novartis, the 
combination of pharmaceuti- 
cals groups Ciba and Sandoz 
from last December, would 
score highly. 

The Swiss company has 
been plodding along in the 
shadow of its pharmaceuti- 
cal sisters within Ciba for 
years. Its sales have been 
stuck in the range of 
SFr6.5bn to SFrT.lbn (J4.4bn- 
$4.Sbn) for the last four 
years. Net profits have hov- 
ered between SFr300m and 
SFr350m. 

Yet until Clariant, another 
Swiss speciality chemicals 
manufacturer, took over 
Hoechst's speciality chemi- 
cals operation last Decem- 
ber, Ciba was the world's 
biggest by sales, in a 
SFrlOObn market. 

Even now it is number 
two, and the world leader in 
areas ranging from additives 
to performance polymers 
and pigments. In textile 
dyes, its most traditional 
business, it is number two. 

It employs more than 
20,000 people and operates 58 
manufacturing sites in 29 
countries. But in spite of its 
undoubted commercial 
strength and famous name, 
its margins are below aver- 
age. and it has a history of 
squandering too much 
money on investment 
Nevertheless, yesterday 
the company was intent on 
stressing its promising 
future as it gave financial 
presentations in Zurich and 
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London, in preparation for 
its flotation next month. It 
has also equipped itself with 
a colourful butterfly logo to 
symbolise its “global reach, 
business agility and environ- 
mental responsibility". 

Injecting a bit of glamour 
into a dull business like spe- 
ciality chemicals requires a 
certain knack, especially 
when the three most profit- 
able parts of the business 
are about to report lower 
profits. 

Mr Rolf Meyer, Ciba chair - 
man. and Mr Hermann Vod- 
icka, chief executive, both 
newly appointed from other 
roles within Ciba. rose to the 
occasion. 

The Egyptian kings may 
have built ancient temples 
like Abu Simbel and the 
Romans built the Segovia 
aqueduct in Spain; but it is 
products like Ciba’s Araldite 
that keep them glued 
together, they pointed out 

But on more up-to-date 

firm Turin 1 information, Ciba’s 

repertoire was thin. It has 
not provided profit figures 
for 1996, let alone given an 
earnings and dividend fore- 
cast for 1997. 


It is taking a hefty 
SFrl.lbn restructuring 
charge, so it will probably 
report a net loss of around 
SFr500m for 1996. 

Nevertheless, with SFrlbn 
of debt and SFr4bn of equity, 
the balance sheet is in good 
shape. Analysts appear will- 
ing to bet that Mr Meyer can 
use it to enhance share- 
holder value, rather than the 
size of his company. 


Merrill Lynch International 


T he current year will 
be clouded by further 
restructuring costs. 
But by 1998 these should be 
producing an extra SFrlSOm 
a year of income. 

Analysts are talking about 
net income of around 
SFrSOQm in 1998 and earn- 
ings per share of between 
SFr7 and SFriL The company 
plans to pay out up to 25 per 
cent of its earnings. 

Based on an indicative 
price of around SFr80 for the 
global offering, that gives a 
prospective price/eamings 
ratio of 10 times - cheap by 
comparison with Clariant, 
which is trading at around 
15 times 1998 earnings. 

This factor, when com- 


bined with the potential for 
substantial margin improve- 
ment, and unus ually highly 
in centi vised managers, . 

explains why Ciba’s stock., 
market debut should go weH’. 

Ciba’s top managers .have'' 
to invest their entire first 
year’s salary in Ciba stock. . 
No one, least of all they, has-' 
any interest in the shares 
being launched at an unsus- ^ 
tamable price. 

Moreover, the timing 
could not be better. - The 
strength of the Swiss franc, ’ 
which has dented Rnrufug n 
over the last few years, fra.*; • 
evaporated. This will ..;do v 
wonders for a company with 
28 per cent of its costs in 
Swiss francs and more: than 
90 per cent of its sales in 
other currencies. - . - r • 

Meanwhile, Mr Meyer arid ' 
his team have done a good ~ 
job convincing analysts- they 
can run Ciba Specialty- 
Chemicals much better than 
it has ever been rah before. : 
As one veteran analyst put it-”, 
yesterday: "if they cainiqt; 
deliver the goods now.wheh." 
can they do it?" - "V- ■; 


William Hall 


Bull sees state holding falling below 20% 


International Offering 

Merrill Lynch International Banque Nationale de Paris 


By David Owen 


Cazenove & Co. 

HSBC Investment Banking 


Robert Fleming & Co. Limited 
Soci6t€ G&n&rale 


French Retail Offering 
Banque Nationale de Paris 


Groupe Bull, the French 
computer company, yester- 
day reported its second con- 
secutive annual profit, while 
indicating the French state's 
holding could fall below 20 
per cent by the year-end. 

It indicated it was keen to 
Improve the liquidity of its 
shares by lifting the propor- 
tion publicly traded to 15 per 
cent from 3.4 per cent at 
present Mr Jean-Marie Des- 
carpentries, chairman, said 
this could be achieved either 
by the sale of part of the 


state's remaining stake, an 
increase in capital, or a com- 
bination of the two. 

The state’s holding stands 
at 30.5 per cent, with a fur- 
ther 18.7 per cent held by 
France Telecom, the state- 
owned telecoms operator 
expected to be partially pri- 
vatised this year. 

It was only last November 
that the government said it 
was to sell at least 5 per cent 
of Bull’s capital, taking pub- 
lic-sector ownership to below 
50 per cent. Other large 
shareholders include NEC of 
Japan and US-based Moto- 


rola, each with 18.7 per cent 

The gradual privatisation 
of the computer group, via 
the entry in two stages of a 
number of industrial share- 
holders as investors, is being 
held up by some ministers as 
a possible model for future 
privatisations. 

Propelled by a buoyant 
second half, the group yes- 
terday reported net profits of 
FFr376m ($65 .57m) - up 23 
per cent from the FFi^OGm 
achieved in 1995. 

This was in spite of a non- 
recurring loss of FFr66 1m 
linked to the restructuring 


of personal computer pro- 1 '- 
duction in the first- half; of 
last year. The gr o up said , the' 
PC business . generated posi- 
tive operating results -in the 
second half . . 

Revenue slipped .'fraud 
FFr24 ,53b n to FFr24.05frilj 
while operating profit" Tell 
from FFr849m to 1?Fr7$0m- 
Return on capital employed 
edged down from 93 percent - 
to 9.4 per cent. The conipkny 
said It was arming- for $-ftnv 
ther strong improvemdhtin 
net income in 1997. £‘*1;.’ 

The shares climbed nacre: 
than 10 per cent to:FFW5^0. 





{SPEECH L. 


































8 


FIDELITY FRONTIER FUND 

Societe dTovestissement & Capital Variable 
Kansallis House - Place de I'EioiJe 
L-102I Luxembourg 
R.C. No B 20494 

NOTICE OF EXTRAORDINARY GENERAL MEETING 


NOTICE is hereby given that an Extraordinary General Meeting of the Shareholders of 
Fidelity Frontier Fund Sicav (“the Company”) will be held at the registered office of the 
Company in Luxembourg on February 28, 1997 at 1 1.00 SLzn., or on any adjourned date, to 
consider the following agenda: 

1 . To resolve to liquidate Fidelity Frontier Fund, 

2. To appoint Fidelity Investments Luxembourg SA as the Liquidator and to deiermine 
the powers to be granted to the Liquidator and the liquidation procedure. 

3. To fix the date of the second shareholders Meeting to hear the report of the Liquidator 
and to appoint Coopers & Lybrand as the Auditors of the Company. 

4. To fix the date of the third meeting of shareholders to hear the report of the auditor 
and to decide the close of the liquidation of the Company. 

In order to deliberate validly on item 1 of the agenda, at least 50 % of the shares issued must 
be represented at the Meeting, and a decision in favour of the resolution must be ap- 
proved by shareholders bolding at least 2/3 of the shares represented at the Meeting. 

Subject to the limitations imposed by the Articles of Incorporation of the Company with 
regard to ownership of shares which constitute in the aggregate more than three percent 
(3%) of the outstanding shares, each share is entitled to one vote. A shareholder may act 
at any Meeting by proxy. 

Dated : November 28, 1996 
By Order of the Boaid of Directors 


FUeBty 



Compagnie Genixak des tublissemenls MicheKn 


ERF 3,500,000,000 
2.50 per cent convertible bonds due 2001 
NOTICE OF £AR& REDEMPTION 


Pursuant w Article 2.2.6 of tWTfcrms andrCondiiions of the convertible bonds, 
&e Ongraix? has decided to redeem ^^.d^ caicstandirig bonds on March 21, 1997. 

Ask February 12, 199?, th^bqjnkeaon rare vw£i.0i:jB^hare for each bond with a nominal 
value ofFRF255, the obsh^price of a B share FRP3^and the aggregate nominal value 
of the outstaiafetgboSttfc FRF 3 494 605 935. ' , : " tVu '- . 

The bonds wiH be redeemed on March 21, 1997 at 1^274.80, to which is added 
FRF 2.97 equal to the accrued interest and the gross yie&ifor the period running from 
, duou^r-Marcb 20. 1 997 inclusively payable tpg&ber with the repayment price, 
i*. a 277.77 per bond of FRF I^ ttesinnal value. 

BondholdeTS are reminded that each bond Eri$y : . Be converted into B shares 
oftheOmipany up to and including June 20, ^99^7^. delate of 1.01 B share for one 
bond. The new B shares will rank for 1*1997. 

IJu&wmcr^rtepnteiirfto^iwicii Ofiktei’ of February ‘ 



CHEVY CHASE MASTER CREDIT CARD TRUST II 
US.$138,000,000 

Class A Floating Rate Asset Backed Certificates, Series 1995-B 
U.S. $12 ,000,000 

Class B Floating Rate Asset Backed Certificates, Series 1995-B 
CUw Immsi AcLtual Rjir Caupm Amount IUSDI 


Lifcur terenrniutwn Ltae. 

Aicniil tVnul 

Drp in Accrual Penal 


5 67 1 

5.701880**. 

eyt.w 

ms?>7 


U^SMTX^o.W 

USXS2,I26l02 


Banco di Napoli 
International S.A. 
VS. 51M.000.000 

Floaftag Bare Subotdknmd 
Nona doe 1997 

Par rhe Kx months ladi Fttnoon 
IW w 18* Auatu. I«7 the Now 
«U «am> *» mreott* M!e«f SA87S% 
per annum with a coupon aimumi et 
U.S. SaS.Wper U-S-SIOOM Not*, 
payable on 18* Augur, IW7. 


The* Intct&r Accrual Rare and Coupon Anvunti rinitf hi used when Jcnymmm*! 
dir IntcKrt [wyuWc-'n Mmufav. March IT, PW7. 

Bankers Trust Company 

oa Trustee 
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Brahma falls 21% 
despite higher sales 

By Geoff Dyer in S3o Pmtio ^ ‘ r 


Heavy investment in new 
capacity led Brahma, the 
biggest brewer in Brazil, to 
announce a 21 per cent drop 
in annual net profits despite 
a modest increase in sales. 

Brahma said profits had 
been held back by excep- 
tional charges, including the 
R$45m (US$42. 9m) start-up 
cost for its the Nova Rio 
brewery, the laigest in Latin 
America, and by a 25 per 
cent rise in the price of malt 

Consolidated net profits in 
constant money were 
R$217.Im, against R$273-3m. 
Under the figures required 
by Brazilian corporate law, 
which do not take into 
account changes in inflation 
and exchange rates, net prof- 
its fell from R$257.4m 
to RS170.6m. 

The Brazilian government 
requires companies to pub- 
lish the unadjusted figures 
as part of its anti-inflation- 
ary strategy of removing 
automatic indexation from 
the economy. The profit fig- 
ures do not Include a one-off 
gain of R$l54.3m resulting 
from a chang e in the group's 
capital structure. 

Turnover in constant 
money rose 5 per cent from 
R$4.S»bn to R$5.07bn in 1996. 
while under company law 
figures for sales were 
R$4S2bn against Rj&QSbn. 

The rise in turnover was 
helped by an 18 per cent 
increase in the sales of soft 
drinks, particularly the new 
brand of Guarand, which 
was introduced last year. 

Sales also grew strongly in 
Argentina, where Brahma 
said it now had a 14 per cent 
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share of the beer market, 
just two years after starting 
its operation there. 

Last October the group 
launched a number of soft 
drink brands in the Argen- 
tine market 

However. Brahma said 
sales had been affected by 
unusually poor weather over 
the year, with 60 per cent of 
weekends s offering from 
rain or low temperatures. 

Through its partnership 
with Miller Brewing, of the 
US, Brahma introduced 
Miller Draft beer to the Bra- 
zilian market last year. It 
also concluded an agreement 
with Carlsberg. of Denmark, 
to produce Carlsberg beer in 


Brazil, and acquired the 
rights for Skol beer for the 
whole of T Jtin America. 

Brahma said it was opti- 
mistic about the prospects 
for 1997 as a result of the 
new capacity it had avail- 
able. In addition to the Nova 
Rio plant, which can pro- 
duce 13.8m hectolitres of 
beer a year, the company 
has new breweries in Ser- 
gipe and Rio Grande do Sul 

The company said it would 
continue its policy of buying 
back shares. Earnings per 
1.000 shares jumped 27 per 
cent from RJ39.70 to R$50.80, 
and the recommended divi- 
dend per 1,000 shares 
is R$lO90. 


Viacom to sell radio 
stations in $lbn deal 



• The FT is circulated in 140 countries worldwide, with a readership in excess of 
one million people • The Weekday FT Is read by 129.000 business people In significant 
organisations in Great Britain • More senior UK business people in significant 
organisations read the FT than any other National Daily Newspaper 
• 46% of Europe's top Chief Executives read the FT • 93% of Chief Executives of top 
companies in Britain and Ireland read the FT. 

For full editorial synopsis and details of available advertisement positions to reach 
these audiences please contact Pat Looker, Financial Times, Alexandre Buildings, 
Queen Street, Manchester M2 5LF Tel: 0161 834 9381 Fax: 0161 832 9248 

Source: BBS 1995 and Chief Executives In Europe 199S 


By Christopher Parfces 
in Los Angeles 

Viacom, the US entertain- 
ment and media group, is to 
sell its radio stations for 
$lbn in a three-cornered deal 
which will create the largest 
“pure" radio broadcasting 
company in the US. 

The 10 Viacom stations, all 
concentrated In the nation's 
largest urban markets, will 
be absorbed into a new 
group. Chancellor Media 
Corporation, which will own 
103 stations and have annual 
revenues of more than 

$700m. 

The agreement to form 
Chancellor - a combination 
of three-year-old Chancellor 
Broadcasting and Evergreen 
Media, a nine-year-old 
concern - was forged by 
Hicks, Muse. Tate & Furst, a 
Dallas-based leveraged 
buy-out specialist. 

The stock-swap merger 
was expected to be tax-free 
and completed in the third 
quarter of this year, the com- 
panies said, and would be 


followed by the cash pur- 
chase of the Viacom busi- 
nesses. 

Viacom, which has been 
under pressure from Wall 
Street to strengthen its bal- 
ance sheet and which had 
been expected to dispose of 
its radio stations, said it 
would use the proceeds to 
reduce group debt 

Mr Sumner Redstone, Via- 
com chairman, and chief 
executive, said the sale was 
an important step towards a 
stronger balance sheet and a 
sharper focus on core 
operations. 

The group, which owns 
the Paramount film studio 
and leading cable television 
networks such as MTV and 
Showtime, is currently 
restructuring Blockbuster, 
an international video rental 
and retail business, which 
had become bogged down in 
the slow-growth US market 

The price for yesterday's 
deal, which fell in the expec- 
ted range, reflected the keen 
interest in radio, highlighted 
by last year's $3.9bn pur- 


chase by Westinghouse Elec- 
tric of Infinity Broadcast- 
ing's 44 stations. That deal, 
central to .Westinghouse’s 
plan to convert into an 
entertainment concern 
under the CBS umbrella; 
boosted its station total to 
almost 80 and annual radio 
revenues to. about Slbn. 

Chancellor Broadcasting, 
which started its purchases 
in early 1991 made its first 
big buy in mid-1995 when it 
bought 19 stations from a 
Disney family concern for 
$395m. Earlier in the same 
year Evergreen paid $306m 
for 12 stations owned by Pyr- 
amid Communications. 

Evergreen currently owns 
or is in the process of acquir- . 
ing 42 stations in 11 markets, 
while Chancellor has 51. 

The catalyst for the con- 
solidation of the fragmented 
radio industry was deregula- 
tory legislation, enacted In 
early 1995, which raised the 
limit on the number of radio 
stations a single owner could 
operate in a single market 
from four to eight. 


Fiedorek to be Morgan 
Stanley vice-chairman 


By Tracy Corrigan 
in New York 

Morgan Stanley, the US 
investment bank which this 
month agreed to merge with 
brokerage Dean Witter, has 
appointed Mr Bruce Fiedo- 
rek to a new senior position 
of vice-chairman. 

Mr Fiedorek. who has been 
running the company's 
mergers and acquisitions 
business, will be responsible 
for some of its most 
important client relation- 
ships in his new role, and 
will continue to be actively 
involved in the develop- 
ment and execution of Mor- 
gan Stanley's mergers and 
acquisitions business, 
according to the company. 
He will work closely with Mr 
Dick Fisher, chairman, and 


Mr John Mack, president 

Morgan Stanley said the 
move was related to a man- 
agement restructuring last 
month, which split the busi- 
ness into two main areas, 
securities and asset manage- 
ment. These businesses will 
be run by Mr Peter K arches 
and Mr James All win respec- 
tively. also in newly-created 
positions. 

At the time. Mr Mack said 
a new structure was needed 
to reflect the growing size 
and complexity of the com- 
pany. But the creation of a 
number of senior positions 
within the group, just ahead 

of the merger with Dean Wit- 
ter. may also suggest that 
Morgan Stanley's top execu- 
tives are jockeying for 
power. 

In the earlier reshuffle. 


another M&A executive, Mr 
Joseph Perella, was pro- 
moted to head of investment 
banking, effectively leap- 
frogging Mr Fiedorek. 

Mr Perella founded M&A 
boutique Wasserstein Perella 
in 1988 with former CS First 
Boston colleague Mr Bruce 
Wasserstein. He joined Mor- 
gan Stanley In 1993. 

Replacing Mr Fiedorek, Mr 
Bill Lewis and Mr Gary Parr 
have been appointed co- 
heads of the M&A business 
and will report to Mr Perella. 

In another change, Mr 
Peter Karcbes has appointed 
Mr Steve Newhouse as bis 
deputy, to help him run the 
securities business. Mr Bill 
Kourakos will take over Mr 
Newhouse’s position as head 
of global high yield capital 
markets. 


AMERICAS NEWS DIGEST 


Conseco ahead of 

forecasts for year 

* 

the past decade, announced results for 
analysts' expectations yesterday, but suffemi a sharp 
drop in its share price as profit-takers moved in- 
Ttotal profits for the year were 
in 1935. For the final quarter they were 
an extraordinary 97 3m charge for the early refiranent of 
debt, up from 952.6m in the equivalent quartet .1995, 
when the company benefited from tlie SlS.2msaIeof i 
investment in Eagle Credit The operating earmngs per 
share figure for the quarter was 54 cents. 2 cents ahead of 

conse^sexpectatiocL The stock g*^'^ be news - but 

then fell, and at noon were down $1 t» at 
Mr Stephen Hilbert, chief executive, madea bullfc* 
presentation, predicting that the company was on irecfc-to 
equal or exceed analysts’ forecasts for eannngs per share 
of between *150 and $2.75 for this year. 

He is expecting to cut annual overhead exposes by at 
least $80m, as part of Conseco's strategy of buying life 
assurance companies and consolidating their 
aSSteatoew^Hons. JdmAulhm New York 

USAir will not buy BA’s stake 

USAir said it would not exercise its right to buy back 
British Airways’ 24.6 per cent stake in the US earner. 
British Airways said it still planned to sell the stake. 

USAir declined to comment on whether it decided agarnst 
buying the shares or was restricted by a Delaware Capital 
Surplus law which limits share repurchases unless a 
company meets certain capital surplus requirements. 

While BA is now free to sell its stake in private ! 

t ransact ions or a public offering, it is restricted from - - \ 
coning the shares in one lump. Under an agreement with - - 
USAir, BA cannot sell its stake to any entity that would 
gain more t hp™ 5 per cent of US Air's stock- BA said in 
December it planned to sell its 24.6 per cent stake in 
USAir at a premium to its original investment of $400m. 
Threeof BA's directors resigned from the USAir board in 
January as the two carriers cont inue d to dismantle a 
turbulent relationship that began in 1993. 

BA and USAir began feuding publicly last summer after 
BA proposed a broad alliance with AMR's American 
Airlines. USAir sued BA in July, alleging the proposed 
BA- American deal undermined the existing relationship 
between USAir and BA. USAir also contends that the 
proposed deal would allow BA and American to 
monopolise air travel between the US and Britain. 

Reuter, New York 

Banco Itau posts 57% rise 

Banco Itati, Brazil's second-biggest bank, provided further 
evidence of the improved fortunes of the largest banks in 
Brazil when it announced yesterday a 57 per cent increase 
in net profits in 1996. Net profits rose from R$3S4m to 
R$802m (US$574m), while shareholders’ equity advanced 
16 per cent from RSS.46bn to R$4.Q2hn. Itau said its return 
on equity was 15 per cent last year. The figures follow 
strong profits earlier this month from Bradesco, the 
country's biggest bank. 

The bank did not disclose the reasons for the rise in 
profits but said that the highlight of its lending business 
had been the increase in home loans, while its new 
Ar gentinian operation now had 18 branches. The number 
of current accounts at the. bank rose 9.4 per cent to 3.9m. 

Itau said its financ ial strength was shown by Its capital 
adequacy ratio of 20.9per cent. Geoff Dyer, S&o Paulo 

WMX chief executive resigns 

Mr Phillip Rooney, chief executive officer and president of 
US waste management company WMX, has resigned, 
citing frustration with “public debate over the leadership 
of the company”. Mr Dean Buntrock, chairman, will serve 
as acting chief executive. 

Mr Rooney said he bad listened carefully to 
shareholders who believe WMX must carry out its current 
programme to focus on its core waste management 
business. An investment fund controlled by financier Mr 
George Soros last week called for Mr Rooney to leave. The 
Soros group and other large shareholders of WMX have 
been pressing the company for months to improve its 
performance and make changes. 

“I am not prepared to let personal attacks distract this 
company from this important mission,” Mr Rooney said. 

He added that he strongly believed in the restructuring 
plan announced earlier this month, which includes plans 
to sell $1.5 bn of assets over the next two years, and 
repurchase 10 per cent of company’s stock. 

Mr Rooney had been chief executive of WMX, the 
largest US garbage hauling company, since June 1996. He 
had previously been chief operating officer from 1984 
to 1996. AP-DJ, New York 



Bre-X shares slip 


Shares of Bre-X, the Calgary-based exploration company 
that has agreed a Joint venture with Freeport-McMoran 
Copper and Gold to develop its Busang gold deposit in 
Indonesia, lost CS2J30 at midday in Toronto yesterday to 
C$20.70. According to one analyst the selling rawy » 
mainly from US arbitrageurs whose hopes of a quick 
profit from a bidding war had evaporated. However, he 
said the price would be supported by anticipation of a 
later bid for Bre-X. Meanwhile, shares in the Indonesian 
state-controlled tin miner Tambang Tim ah closed down 
more than 8 per cent in Jakarta following official 
confirmation from the Indonesian authorities that the 
company would not be Included in development of the 
huge Busang gold find In east Kalimantan. 

Bernard Simon and agencies, Toronto . 

Massey quits CompuServe post 

CompuServe, the US computer group, said Mr Robert 
Massey has resigned as president and chief executive 
officer. His duties will be assumed on an interim basis by 
Mr Frank Salizzoni, cha irman, who is also president awfl 

chief executive of H&R Block which owns about 80 per 

cent of CompuServe. 

Mr Salizzoni said: “Our goal remains a speedy ar»r | 
sustained turnaround at CompuServe, and under Bob's 
leadership, the company has made progress in that 
direction.” 

A search Is under way for a replacement for Mr Massey 
according to Mr SalizzonL Until then, Mr Salizzoni will 
divide his time between CompuServe and H&R Block. 

Reuter, Ohio 


LesEdws 


The FT can help you reach 
additional business readers in 
France. Our link with the French 
business newspaper. Les Echos, 
gives you a unique recmttmenl 
advenising opportunity to 
capitalise on the FTs European 
readership and to timber Lngct 
the French business world. 
For information on ram and 
further dclaih. please telephone: 
Toby Findcn-Crofts on 
+44 171 S73 3456 


To advertise your 


Commercial Property 


And reach 52,000 property decision makers. 

Contact 
Tina McGorman 

+44 0171 873 3252 Fax +44 0171 873 3098 
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German banks’ profits advance 


By Andrew Fisher 
in Frankfurt 

Two of Germany's biggest 
banks, Deutsche Bank and 
Bayerische Vereinsbank. 
yesterday reported sharp 
Increases in operating prof- 
its for 1996, but Deutsche 
managed only a small rise in 
net Income compared with 
Vereinsbank 's stronger 
advance. 

Analysts said the discrep- 
ancy mainly reflected Deut- 
sche Bank's problems with 
its UK fund management 
operation, Deutsche Morgan 
Grenfell Asset Management 


(MG AM), which have 
resulted In large compensa- 
tion. While Deutsche Bank’s 
net income was only 5 per 
cent higher at DM2.2bn 
($1.29bn), Vereinsbank man- 
aged a jump of some 30 per 
cent from the 1995 level of 
DM657m, although it gave no 
figure. 

Vereinsbank, which pro- 
duced an unprecedently 
comprehensive set of figures 
at this early stage in the 
reporting season, said its 
operating profits after risk 
provisions were 18 per cent 
higher at DMi.6bn. It 
announced a 10 pfennig rise 


a the dividend to DM1.60 a 
bare. Mr Albrecht Schmidt, 
hairman, also said 1997 had 
egun well.' 

Deutsche Bank, Germany's 
iggest bank, said its operat- 
ic profits moved up 37 per 
ent to DM5.8bn. Total 
ssets rose 23 per cent to 
M886bn, mainly reflecting 
ie greater volume of fin an- 
al trading related to invest- 
ment banking. Loan volume 
as 8 per cent higher at 
| M4l0bn. with customer 
L-posrts up by 25 per cent 
) DM375bn. 

Although Deutsche Bank 
id not elaborate on its fig- 


ures, analysts said MGAM’s 
difficulties weighed down 
net profits. The bank paid 
£l80m ($290m) to support 
three MG AM unit trusts 
which ran into valuation 
problems after unauthorised 
Investments in unlisted com- 
panies. Deutsche Rank also 
paid out £200m in compensa- 
tion to investors. 

Since Deutsche Bank’s 
operating profits were above 
expectations. Its shares 
gained 62 pfennigs to close 
at DM85.10 in floor trading. 
Vereinsbank shares, how- 
ever, eased 47 pfennigs to 
DMKL50. Commerzbank has 


already released initial 1996 
figures, with Bayerische 
Hypotheken- und Wecbsel- 
Bank and Dresdner Bank 
also reporting this week. 

At Vereinsbank, Mr 
Schmidt said performance - 
which accelerated in the 
fourth quarter - reflected a 7 
per cent rise in net interest 
income to DM4.8bn, a more 
pronounced 14 per cent jump 
in commission income to 
DM1 .2b n and trading income 
of DM250m which was just 
short of the 1995 figure. 

The bank also curbed its 
costs, which have risen con- 
siderably in recent years. 


Playing Russianl roulette with Gazprom 

Hong Kong investment group t iggers legal battle over share price differential 


F oreigners can expect 
to pay five times more 
than local Russian 
visitors to look round St 
Basil’s Cathedral in 
Moscow’s Red Square. The 
same principle applies to 
many aspects of Russian life, 
including, it seems, the 
country's rapidly developing 
capital markets. 

But an attempt by Gaz- 
prom, Russia’s giant gas 
monopoly, to maintain dif- 
ferential pricing in its shares 
is provoking a controversy 
in Moscow. 

Gazprom is in the extraor- 
dinary position of trying to 
force one of its most enthusi- 
astic shareholders. Regent 
Pacific Group, the Hong 
Kong-based investment 
group, to dump some of its 
shares in the company. 

Mr Rem Vyakhirev, Gaz- 
prom chairman, wrote to 
Regent this week urging it to 
liquidate its Regent Gaz 
Investment Company, which 
has attracted 9200m of for- 
eign capital specifically to 
invest in Gazprom's domes- 
tic shares, describing it as a 
“threat to national security". 
Regent has made no public 
response to the letter. 

Gazprom's lawyers are 
said to be working overtime 
on legal arguments to stop 
Regent. But western bankers 
say that even If they are suc- 
cessful, the legal case 
employed may be too narrow 
and specific to deter others 
seeking ways to exploit the 
price : differential. “Whatever 
solution is found must serve 
as a precedent to deter 
others.” said an executive 
with one US bank. 

The dispute arises from 
the' placement last October 
of 1.15 per cent of Gazprom’s 
equity with international 
investors. The shares, which 
were bundled into readily- 
tradeable American Deposi- 
tary Receipts, were priced at 
four times . the price of 




Rem Vyakhirev, Gazprom ch 

domestically-traded equity. 
Given the offering's novelty 
value, the shares were 
quickly snapped up. 

Morgan Stanley and Dresd- 
ner Kleinwort Benson, the 
investment banks managing 
the Gazprom issue, argued 
that international investors 
were paying a premium for 
liquidity, security and more 
favourable tax treatment. 

There was an . extremely ■ 
illiquid market * for Gaz- 
prom’s shares within Russia 

largely because the com- 
pany can veto any share pur- 
chases - and tax obligations 
were more onerous. 

With one-third of the 
world's known gas reserves, 
Gazprom was also deemed 
one of Russia's strategic 
assets and was restricted to 
selling 9 per cent of its 
shares to foreigners. So a 
strict line had to be drawn 




is urging Regent Pacific to liquidate the company set up to buy domestic shares 


tween international and 
mestic shareholders. 
Nevertheless, some aggres- 
Ive western fond managers 
ve been buying ; domestic 
in the hope of exploit- 
the theoretical arbitrage 
ibflities in future - even 
ough Gazprom has warned 
eir shares may never be 
*ed. 

It is an open .‘secret that 
((oscow-based investment 
anks. have been- establish- 
jg Russian-registered com- 
anies to buy .domestic 
bares on behalf of foreign 
lients and claim to have 
?ceived the nod and the 
-ink from Gazprom permit- 
ng them to do so. 

There are also rumours in 
loscow - furiously denied 
y the company that Gaz- 
rom managers themselves 
ave been among the benefi- 
taries of the potential arbi- 


trage play. There would cer- 
tainly appear to be a tacit 
coalition of interests 
between the company and 
these foreign investors, 
given the lack of domestic 
liquidity. 

"Over time the differential 
between the two shares will 
have to narrow. The arbi- 
trage is simply too great," 
says one market analyst But 
it is clearly in everyone's 
.interests for the local shares 
. to go up rather than ADRs 
to come down. If you are 
Gazprom management, you 
want the local price to go up. 
If you are a domestic share- 
holder, you want the same. 
And the ADR investors cer- 
tainly do not want to lose 
money on their investment-" 

The danger for Gazprom 
would be that, if too many 
foreign investors thought 
they could safely switch 


from the ADRs into the 
underlying domestic shares, 
the price of the International 
shares would fall, complica- 
ting subsequent share sales. 

In this sense, Regent's mis- 
take may have been that its 
fond was simply too big and 
too public. Regent itself 
claims it discussed its plans 
with Gazprom before launch- 
ing its fund although the 
company denies it approved 
the scheme. 

Regent has a reputation as 
an aggressive fond manager 
and would not appear 
inclined to back oft But it 
may have little option. 

It would not be wise to 
antagonise so powerful a 
company as Gazprom, espe- 
cially when you are one of 
the biggest portfolio inves- 
tors in Russia. 

John Thornhill 


NOTICE OF APWINTMENT OF PAYING AGENT 

BETA FINANCE CORPORATION 

FTE UWOjMMOO 05 per cent. Food Rate Notes doe 6 Jaiy 1998 

NOTICE 18 HEREBY GIVEN tftal pursuant to Condition 8 (a) of the Terms 
and Conditions oi the Note (the ‘’Cantthmr). the issuer, with the 
approval of the Fiscal Agent, has appointed Bancq Santander de NeaSgtos 
Portugal (the Sut^puying Agent 0 ) whose head office Is located at Av. 
Eng. Duane Pacheco, Amorekas. Terra 1-6’. 1070 Lisbon, Portugal to be a 
Paying Agent in rasped of tha Notes. The eppowment wffl be effective ton 
34 March 1987. 

AH expressions (Mined In the CondBons shal have the same meaning 
when used In this Nottoa. 
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Polling and Pollsters - can we trust them? 
QEU Centre, Westminster, Tuesday 4 March 
A conference organised by 

TheHolse 

magazine 

in association with BBC’s ON THE RECORD 

Chairmen: 

David Jordan, Editor, ON THE RECORD 
and Peter Snow, BBC 

Speakers include: 

Bob Worcester MORI, Nick Sparrow ICM, Peter 
Riddell The Times, Peter Kellner Political 
Commentator, Bill Bush BBC Political Unit, Colin 
Railings and Michael Thrasher Plymouth University, 
Patrick Jay JG index, Simon Clare Ladbrokes, 
Professor Ivor Crewe University of Essex 

Tickets: t delegate: E275+VAT; 2 delegates 
E450+VAT; 3 delegates: E600+VAT. 
(Discounts Available) 

For further information, please contact Clare Gordon 
at The House Magazine on 0171 233 1388 or fax a 
booking request through, on 0171 976 0423 


APPOINTMENTS 
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Israel 
Electric to 
float 20% 
of equity 

By Judy Dempsey 
in Jerusalem 

I Israel Electric Corporation, 
the state-owned utility, plans 
to float 20 per cent of its 
i equity to finance invest- 
ments. 

Mr Gad Ya’acobi, chair- 
man, said yesterday the 
offering to local and interna- 
tional markets would be the 
first step towards the 
break-up of one of Israel’s 
largest monopolies. 

The trade unions, how- 
ever, which have accrued 
generous benefits and privi- 
leges, would strongly resist 
any privatisation plans. 

The offering, expected to 
raise $lbn, follows LEC’s 
decision in December to 
become the first Israeli com- 
pany to tap the international 
debt market, when it raised 
$600m in bonds. 

The bond issue was over- 
subscribed. It attracted a 
group of Japanese investors 
who snapped up $l50m of 
the bonds, signalling the 
start of Japanese interest in 
Israeli offerings. 

The success of that offer- 
ing has encouraged DEC to 
consider returning to the 
debt markets in the second 
half of this year. Mr Ya'acobi 
said the company would 
raise between 8400m and 
$600m, again to finance its 
$8bn eight-year investment 
programme. 

IEC’s revenues were $2J2bn 
in 1995 and have grown at 
more than 7 seven per cent a 
year in recent years, as 
demand for electricity rises 
at 8 per cent a year. 

Trading on the Tel Aviv 
Stock Exchange is too small 
to raise the amounts IEC 
g requires. The company has 
p also reached its ceiling in 
borrowing from Israeli 
banks. 


Telefonica 
shares 
steady at 
Pta3,365 

By Tom Bums 
in Madrid 

Telefdnica shares held 
steady in high turnover 
yesterday on their first day 
of trading on Madrid’s Bolsa 
after the privatisation of the 
telecoms company. 

The shares closed at 
Pta3,365, slightly up from 
Monday's close of Pta&360 - 
which was also the issue 
price to . international 
institutions. 

After discounts to the 
retail tranche, to employees 
and to the company pension 
fund, the disposal of the 
government's remaining 21 
per cent stake in the 
telecoms operator is thought 
to have raised some 
Pta627bn ($4.36bn) and 
generated costs In 
commission fees and 
advertising of Pta20.6bn. 

The sale - the first market 
privatisation of a large 
Spanish company and by far 
the biggest disposal of 
government equity - has 
turned Telefonica Into the 
pre-eminent stock on the 
domestic equity market, 
representing 11.4 per cent of 
the Bolsa 's capitalisation. 

Telefdnica is now 
estimated to have more than 
lm individual shareholders, 
nearly doable the number it 
had before the privatisation, 
and at least five times more 
than any other company 
listed on the Bolsa. 

Strong demand in the 
retail tranche, which was 
nearly 10 times 
oversubscribed, allowed 
Telefdnica to spread its 
shareholder base widely, but 
also very thinly, leaving a 
great deal of small domestic 
investor interest unsatisfied. 

A last-minute decision to 
lift the retail tranche, which 
carried an issue price of 
Pta3£39, from 60 per cent to 
67 per cent of the initial 
offering meant that the 
company was able to award 
afl the L2m Spaniards who 
had applied for the stock at 
least 100 shares. 

All bids in excess of 100 
shares were allocated 1.9 
per cent of the excess shares 
ordered. 

The unsatisfied demand 
augurs well for forthcoming 
Spanish privatisations 
which, following the success 
of the Telefdnica disposal, 
are expected to be similarly 
weighted towards the home 
market 

The government is 
scheduled to sell the 
remaining 10 per cent ft 
owns of Repsol, the energy 
group, in April. It also plans 
to sell about 25 per cent of 
Endesa, the power 
generator, towards the end 
of the year. 


INTERNATIONAL NEWS DIGEST 


NCC in SKr2.5bn 
paper bid for Siab 

Swedish group NCC yesterday launched a SKriL5bn 
(S337m> bid for Siab in a deal which would create a 
construction and property company with turnover of 
SKr33bn a year. The offer, of four new NCC shares for 
seven of Slab’s, represents a 28 per cent premium on the 
Siab average share price between February 3 and 
February 14. 

Slab's board has recommended that shareholders accept 
the offer. The two largest shareholders, which together 
control more than 70 per cent of the equity, are the 
Lundberg companies and Swedish bank Sparbanken's 
funds group. Both have reacted positively to the bid. 

The merger will create a company with 23,000 
employees and real estate holdings worth some SKrl7bn. 
Reco mm ending acceptance of the offer. Mr Fredrik 
Lundberg. Siab board chairman, said- The merger is 
good for Siab shareholders and workers." The companies 
said synergy factors would add SEr200m-SRr300m a year 
to gamings, and were expected to feed through from 1998, 
after an estimated SKrSOOm in merger costs in 1997. 

Yesterday's offer from NCC is part of a refocusing on 
real estate and construction which started with its 
creation in 1991 through the merger of NCC and 
Nordstjernan. AP-D.T, Stockholm 

Philipp Holzmann upbeat 

Philipp Holzmann, Germany’s largest construction 
company, yesterday said it expected lossmaking units to 
return to profit by 1998 at the latest, after registering a 
sharply improved performance at group level last year, 
Holzmann broke even in 1996 after a reporting a surprise 
DM443m ($26 Lm) loss a year earlier, mainly due to 
property market problems. 

Preliminary figures for 1996 showed construction output 
was fiat at about DMl4bn. while foreign demand helped 
lift new orders 13.7 per cent from DM14.5bn to DM16.5bn. 
Foreign orders contributed 37 per cent to the total, up 
from 32.6 per cent previously. Order backlog totalled 
DMl5.9bn at the year-end, up 20.8 per cent. 

Holzmann said it ejpected a decline in European output 
this year and that it would continue to expand 
‘’moderately” in the US and Asia. It added that it would 
continue with its radical restructuring programme this 
year, aimed at reducing debts and improving profitability. 
As part of the restructuring, the group has said it planned 
to shed about 10 per cent of its 23,000-strong domestic 
workforce in 1997. Holzmann is also disposing of most of 
its property assets. Sarah Althaus. Frankfurt 

US bank in Hungary venture 

The fund management arm of State Street Boston, the US 
banking group, and Prague-based Emerging Europe Asset 
Management yesterday unveiled a joint venture to make 
and manage direct investments in undervalued companies 
in the region for western institutional investors and high 
net worth individuals. 

The venture, known as European Direct Capital 
Management, will provide backing for existing 
management at target companies in the region, delisting 
them from local exchanges, and restructuring them with 
a view to a later relisting. 

Investments will be mainly in the nan-financial sector, 
according to Mr Nigel Williams, EDCM chief executive. 
The venture has initial capital of $l0m and is 60 per cent 
owned by State Street Global Advisors. 

Vincent Boland, Prague 

Bidding opens in Hanal sale 

The Israeli government yesterday opened bidding for its 
99-9 per cent holding in National Oil Co (Hanal). It said 
offers would be accepted until April 1, after which it 
would examine them based on the bidders* ability to 
manage and develop the company, financial viability and 
other criteria. 

The sale comes after the ministerial privatisation 
committee gave approval in principle to the Hanal sale 
three months ago. Hanal holds oil and gas explanation 
rights in Israel and overseas. It has an interest in 
publicly-traded Hanal Dead Sea; exploration rights in the 
area of the Israeli port of Ashdod; gas wells; and drilling 
rights offshore from Congo and in the US. 

Reuter. Jerusalem 


s 213% GROWTH EM IMET EARRINGS 


The Board of Directors of TECHNIP met on 13 February 1997 under the 
chairmanship of Mr Pierre VAiLLAUD, and reviewed the Group’s preliminary 
consolidated results for 1996. 


Consolidated results 
(In nrifflons of French francs) 


Turnover 

Group net earnings 


Increase over 1995 


10,140 

534 



{unaudited) 

*I»I order to provide a better reflection of I fie Group's activities, financial income arisKti? from 
contracts in progress is included in turnover with effect front I fanuary 1 996. Tire 1 995 
figures have Been restated on the sane Basis. 

• This represents earnings per share oF 31.60 francs (fully diluted), compared 
to 26.70 francs per share in 1995. 

• Consolidated turnover amounted to (0.1 billion francs far 1996 of which 
35% was achieved in Western Europe while turnkey or similar contracts 
remained at 85% of turnover. 

Movements can be analyzed as follows: 

Recovery in Europe: 


Breakdown of turnover by geographic area 1996 1995 

Western Europe 35% 26% 

CI.S./Eastem Europe 8% 5% 

Middle East 20% 32% 

Asia 16% 22% 

Africa 6% 7% 

The Americas 15% 8% 

Activity levels sustained in 'industries, Infrastructures": 


Breakdown of turnover by business segment 1996 1995 

Refining and gas treatment 41% 40% 

Upstream oil and gas 4% 9% 

Petrochemicals and fertilizers 34% 37% 

Industries, infrastructures and others 21% }4% 

• The uncompleted part of contracts in progress, which only includes 
contracts in force (backlog) at ( January 1997 amounted to 12.2 billion francs 
(compared to 12.6 billion francs at 30 June 1996). This does not include 
major contracts obtained where the financing has not yet been finalised. 
The accounts of the company, which are currently being audited by the 
Statutory Auditors, will be submitted to the Board of Directors for approval in 
March 1997. 


TECHNIP 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Moody 

By Gwen Robinson In Tokyo 

Moody’s, the US credit rating 
agency, yesterday cast fresh doubt 
on the health of Japan's banking 
system by placing the senior debt 
ratings of Japan's three long-term 
credit banks under review for a 
possible downgrade. 

The review will focus on pros- 
pects for the long-term credit busi- 
ness in the light of forthcoming 
deregulation and an increasingly 
competitive environment, the 
agency said. 

The three banks - the Industrial 


Rank of Japan, Long-Term Credit 
Bank of Japan and Nippon Credit 
Bank - rely on issuing bank deben- 
tures as an important fund-raising 
instrument 

Under review are NCB's Baa3 
senior debt rating, including 
domestic debentures, and {BJ’s and 
LTCB’s senior debt, deposit and 
financial strength ratings. The 
agency confirmed NCB's long-term 
and short-term deposit ratings at 
Baa3. as well as its financial 
strength rating of E. 

“While the risks to NCB deposi- 
tors in the intermediate term 


remain low, debenture-holders face 
greater risks,” Moody’s said. 

The rating actions on LTCB and 
IBJ, the leading long-term credit 
bank, reflect concerns over the 
ability of these institutions to 
maintain competitiveness in a 
deregulated environment, the 
agency said. 

NCB has been trying to reassure 
investors since February 7, when 
speculation over a liquidity crisis 
triggered a plunge in the bank's 
share price and prompted the 
finance minister, Mr Hiroshi Mitsu- 
zuka, to say it was “unthinkable" 


that the government would allow 
any of the top 20 banks to fail. 

Throughout January, heavy sell- 
ing of bank shares led the Tokyo 
stock market’s plunges. Concern 
about the banking sector deepened 
later that month when Moody’s 
downgraded its outlooks for four 
banks, including NCB. from stable 
to negative, and questioned the 
government’s commitment to pre- 
venting bank failures. 

NCB last night rejected Moody's 
concerns and said the bank was 
improving its business position. A 
plan being finalised to reduce 


assets by at least Y500bn ($m) 
and staffing by 10 per cent wold 
further improve the bar's 
finances. “We are confident lat 
Moody’s will not lower its rang 
when it understands that NG’s 
outlook has improved, along ith 
the liquidity of debentures issed 
by the bank," it said. 

LTCB described Moody’s moves 
“regrettable". It rejected the ww 
that Japan's planned finaaal 
deregulation would have a na- 
tive effect on long-term criit 
banks, and said reforms wold 
increase earning opportunities. 


Normandy climbs 9.3% at halfway 


By Nikki Tart m Sydney 

Normandy Mining, 
Australia's largest goldminer 
since its merger with two 
associated companies last 
year, yesterday announced 
an after-tax profit of A$51.6m 
(US$39.5m) in the six months 
to end-December. 

The result represented a 
9.3 per cent increase on the 
1995-% first halt assuming 
the merger between Nor- 
mandy and Its PosGold and 
Gold Mines of Kalgoorlie off- 
shoots had taken place at 
that stage. 

Much of the improvement 
came in the final quarter of 
1996, when earnings were 
A$31.1m. 52 per cent higher 
than in the previous year. 

The group said its gold 
interests contributed operat- 
ing profits of A$l76.4m, 

slightly below the A$l8Q-5m 
seen a year earlier. 

Mr Robert Champion de 
Crespigny. Normandy chair- 
man, said there was a record 
performance from the 50 per 
cent owned KCGM joint ven- 
ture. which takes in the 
Super Pit, Australia’s largest 
gold mine. It contributed 
AS46.8m, up from A$32.4m. 
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But earnings from Big Bell 
slipped from A $20. 8m to 
A$l5^m, partly because of 
difficult operating condi- 
tions. while Mount Ley- 
shon's contribution fell from 
A$29.4m to A$25.9m. Lower 
head grades at Kal tails cut 
earnings there from A$ll-2m 
to A$8m. 

The commercial minerals 
division was flat, earning 
A$15.6m compared with 
A$15.8m, but the metals 
business improved from 
A$5.Sm to A$9.lm. This was 


. SarolNAft OMAwBi 

largely because of a turn- 
round at the Woodcutters 
mine, which moved from a 
A$3.4m loss to an A$8.3m 
profit. 

Goldfields Power, the 
power station in which Nor- 
mandy has a 50 per cent 
interest, contributed a first- 
time profit of A$3.4m. 

The Normandy result was 
scored after “other 
expenses” of A$llm. The 
charge was due to a loss on 
the sale of the Bounty mine, 
to merger expenses and to a 
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provision against loans and 
investments. These were 
partly offset by a small for- 
eign exchange gain. 

In the current half, Nor- 
mandy said it expected to 
consolidate results from the 
La Source group's African 
goldmines and kaolin 
operations, and to see the 
first contribution from the 
new Vera-Nancy goldmine in 
Queensland. It anticipated 
“improvements” at Mount 
Leyshon and a full six- 
month contribution from the 


goldfields power project 
• Coal & Allied Industries, 
the Australian coal-mining 
business 71 per cent owned 
by RTZ-CRA, yesterday 
announced an after-tax 
profit of A$4.1m for 1996, 
down from the A$42m seen 
in the previous year. 

Sales were A$542.4m, com- 
pared with A$556.3m, 
reflecting lower thermal coal 
prices and a stronger Austra- 
lian dollar. Production 
dipped from 9.1m tonne6 in 
1995 to A$8.4m tonnes. 


Sanyo to spin 
off audio unit 


By Michiyo Nakamoto 

Sanyo, the Japanese 
consumer electronics group, 
is restructuring its audio- 
visual operations by spin- 
ning off its audio businesses 
into a separate company. 

The company said it would 
establish Sanyo Techno 
Sound, a wholly-owned sub- 
sidiary. to take over the 
audio businesses from its 
audio-visual division. 

The move comes as prices 
of audio products have plum- 
metted because of increasing 
competition. 

By shifting its audio 
operations into a separate 
company, Sanyo hopes to 
focus on higher value-added 
products in its consumer 
electronics and media divi- 
sion, such as digital video 
discs and digital televisions. 

The new audio company 
will concentrate on promis- 
ing audio products, such as 
MiniDiscs. For products with 
low value-added, it will 
increase original equipment 
manufacturing - hulk orders 


for other manufacturers. 

Sanyo has already moved 
most of its audio manufac- 
turing activities abroad. 

Mr Hldeki Watanabe, ana- 
lyst at Nikko Research in 
Tokyo, welcomed Sanyo’s 
move as a much-needed step 
towards scaling down its 
audio operations and 
improving profitability at 
the parent company. 

Mr Watanabe believes 
Sanyo is losing between 
YlObn and Y20bn C$80m- 
$160m) a year in its audio 
business. “Nobody is making 
money on audio alone.” he 
said. 

As an independent com- 
pany, Sanyo Techno Sound 
wifi feel more pressure to 
scale down its operations 
and make them profitable. 

Through this company, 
Sanyo would be able to dis- 
continue unprofitable prod- 
ucts, such as radio-cassette 
recorders and stereo compo- 
nents. and focus on more 
value-added products such 
as MiniDisc. Mr Watanabe 
said. 


Nissan aims to reduce 
development times 


By Michiyo Nakamoto 
in Tokyo 

Nissan. Japan's second 
largest carmaker, has devel- 
oped a system that will 
enable it to reduce product 
development time by an 
average 40 per cent to 19 
months, it said. 

Nissan plans to use its 
new system for models 
launched from this year. It 
believes the efficiency can 
save it tens of billions of yen 
in development costs, and it 
expects to reduce these costs 
- currently YlObn a model - 
by at least 30 per cent 

The race to reduce devel- 
opment time has intensified 
among Japanese carmakers, 
which are competing in a 
domestic market that is not 
expected to expand signifi- 
cantly. 

Mazda, which is 33.3 per 
cent owned by Ford, is also 
working to reduce develop- 
ment time from an average 
24 months to 18 months 
within a year, and to 15 
months over the next five 


years. Toyota and Honda 
also have programmes to cut 
development times. 

Some Japanese companies 
have already succeeded in 
reducing development times 
to 18 months, by focusing on 
a particular model and using 
the same platform as a previ- 
ous model. 

Toyota developed its popu- 
lar Ipsum station wagon in 
just 15 months, while Honda 
developed the C-RV recre- 
ational vehicle in 17 months. 

However, Nissan is the 
first to claim that it will 
restrict development times 
of all new models to 19 
months. 

The company will design 
the model and make produc- 
tion decisions simulta- 
neously. rather than work- 
ing on production decisions 
after the design has been set. 

It has built an information 
communication network to 
allow the smooth transfer of 
design and production data 
between divisions. 

Mazda is also investing 
Y18bn over four years in a 


sophisticated digital infor- 
mation technology system 
that wifi enable it to conduct 
three-dimensional product 
design and engineering, and 
manage production informa- 
tion more efficiently. 

Japanese car companies 
already lead the industry in 
bringing vehicles to market 
at very short development 
times. Western carmakers 
are believed to require 20-24 
months from the completion 
of design to production. 

However, the unexpected 
popularity of recreational 
vehicles in Japan, which 
caught many carmakers off 
guard, has underlined the 
importance of bringing prod- 
ucts to market rapidly. 

Nissan, which has suffered 
a fall in domestic market 
share to a low of 20.8 per 
cent, was particularly hurt 
by its failure to meet the 
rapid growth in demand for 
recreational vehicles. It aims 
to boost its market share to 
25 per cent by the turn of the 
decade through faster devel- 
opment of attractive models. 


Taiwan 
banks get 
first S&? 
ratings , 

By Laura Tyson In Taipei •* 


Standard & Poor’s, ae 
credit rating agony, 
warned of increased polas- 
ation in the Talwanse 
banking sector, as it 
assigned its first ratingrto 
five of the country's bank 

Taiwan Co-operative Bak 
was rated Api. Four oter 
financial institutions - Fst 
Commercial Rank Hua hn 
Commercial Bank, Chng 
Hwa Commercial Rank ad 
United World Chinese Gn- 
merctai Bank - received at- 
ings of BBBpi. S&P said. 

The “pi” design atm 
stands for “public inforia- 
tum”. The rating is basecm 
publicly disclosed infona- 
tion and does not relyon 
regular access to man ce- 
ment. S&P launched he 
“pi” rating last Novembe. 

State-owned Taiwan Co- 
operative Rank is oneof 
Taiwan's biggest bans, 
with T$l,510bn (OS$54_7n) 
in assets at June 30 1996. 

First Commercial, lie 
Nan and Chang Hwa, ill 
state-run, are known as he 
country's “big three” an- 
merdal banks, with asets 
of 19847.41m. T*922.9bn pd 
T9855.3bn, respectiviy. 
United World Commercia ls 
a smaller private secor 

hank. 

S&P said Taiwan banhig 
faced challenges. Tbse 
included -continued daii- - 
nance by (the state banhzgi 
sector, eroding interest nfr- 
gins and weakening aset 
quality, partly because ( a 
slump in the property nr- 
keL Banks with a brad 
business base would be be 
best equipped to handle be 
more difficult envircmmet. 

The agency commentd: 
“Some of the private bafcs 
appear best placed to 
achieve this, although may 
of than face the problemiof 
not having sufficient fcn- 
chises established yet 

“Many of the state baks 
have problems with rfi- 
dency and political intera> 
ence. and lack diversity In 
their range of business.”; 

Without privatisation 
state-run banks “will cu- 
tmue to be constrainedly 
the government budget?# 
process and they will litiy 
lose further ground to he 
private sector banks,” SfeP 
said. 


ASIA-PACIFIC NEWS DIGEST 


Loss at subsidiary 
hits Telecom NZ 

Star, its Australian subsidiary, and costs of starting 
percent to 

the third quarter, to December 31. Mr HdtondtJteM ’ d 
chief executive, said that excluding Pacific Star's loss and 
start-up costs for new businesses, core earnings were 
NZ$184m, a 4.1 per cent increase on the same quarter 
Lastjrea? Telecom NZ, which is controlled by B* n 
Atlantic and Ameritecfa, the US said 

its earnings would be knocked back by Pacifi c Star.a_ 
sloSnomy and intensifying However, 
the quarterly profit was still less than expected. 

Earnings for the nine months rose 1.5 per cent! to 
NZ$528- im, with revenues up 7.1 per cent at 
Deane said that in spite of strong growth m 
services, the latest quarterly result was “not as gwd as it 
could be” and that the company was ^ dert f™* 
review of its operations and a cost cut tin g programme. 
"SSto £S d** a loss to the quarter of TO*, 
compared with a profit of NZ$ll.6m for the same period of 
lastyear. Telecom NZ said it would announce a reliable 

estimate of all losses at the end of the ftoandaly^- 

These were likely to be between NZ$35m and NZ$56m- A 

one cent increase to the dividend, to 9.5 

quarter, was declared. Terry Hatt, WeUmgUm 

Shenyin named top broker 

Shenyin & Wanguo Securities, China’s largest stock 
broker, was the top trader on the S hanghai bourse last 
year, according to a report yesterday by stock exchange 
authorities. . , 

Shenyin & Wanguo, established last April through a 
merger of S hanghai Shenyin Securities and Shangha i 
International Securities, accounted for Yn526.41bn 
(KKLSbn) of trading in 1996. The second-biggest trader was 
r?hir» n securities, based to Beijing, which accounted for 
trades worth Yn334.17bn. The Trust and Investment 
Company, which comes under the jurisdiction of the 
Construction Bank of China, came in third, with 
YnX79.76bn, according to the Shanghai Stock Exchange 
report. James Harding. Shanghai 

Capral slides 51% in year 

Capral Aluminium, the Australian aluminium group, 
yesterday announced a 51 per cent slump tn profits to 
A$29.4m (US$22.6m) in the year to end-December. Sales 
fell 4 pqr cent to A$796m. with a small domestic increase 
more offset by a decline in exports. 

The group blamed the tell to aluminium prices, 
increased competition and a decline to “added-value” 
metal premiums. Earnings from the upstream smelting 
and trading activities plunged from A$96.6m to AS28.&H 
in 1995. while downstream interests lifted their 
contribution from A*29.4m to A$4lm, partly owing to the 
addition of the Comalco rolling and extrusion businesses 
bought in late 1995. 

However, Capral’s shares rose 20 cents to A$4J30 
yesterday, after the company announced a special 
dividend of 25 cents a share. The regular final dividend is 
6 cents, making 14 cents far the year. Capral said its 
strong balance sheet, with gearing dropping to 21 per 
cent, should “leave the company in a strong position tor 
further expansion”. Nikki Tail, Sydney 

Megaworld continues growth 

Megaworld, the Philippine property group, yesterday 
announced its third consecutive year of profits growth 
above 100 per cent Net income jumped 181 per cent, from 
958m pesos to 2.69bn pesos ($lQ2m). after an extraordinary 
gain following the initial public offering of its housing 
unit. Empire East Land Holdings. Analysts had been 
expecting earnings to the region of 1.6bn pesos. 
Consolidated revenue rose 24 per cent, to 9.86bn pesos, 
helped by strong sales of residential, office and mixed-use 
projects. Earnings per share trebled, from 0B1 pesos to 
1.43 pesos. 

Property analysts expect a substantial downturn in the 
property market within the next two years, as high-end 
property prices have quadrupled in the past 30 months. 

Megaworld assets stood at 24.3bn pesos at December 31, 
up 83 per cent from 13.3bn pesos. 

Justin Marozzi, Manila 

Stokes lifts Seven stake 

Mr Kerry Stokes, the businessman, has increased his 
stake in Seven Network, the listed Australian television . . 
network which is also a part-owner of the MGM film 
studios in Hollywood. A notice to the Australian Stock 
Exchange said Mr Stokes' stake now stood at 24.1 per 


cent, compared with just under 22 per cent previously. 

Nikki Tail 


YOU ARE THINKING ABOUT THE FUTURE 

YOU ARE LOOKING AHEAD 


Do you wish to know 
about the new investment 
opportunities in the new 
emerging markets of 
Latvia, Lithuania, 

Russia, the Ukraine? 

The Capital Bank of Latvia, a bank 
with Swiss roots, offers you tailor- 
made investment portfolios based on 
the government securities of Latvia, 
Lithuania, Russia and the Ukraine. 

Bank experts who draw their 
experience from the activities on the 
named stock markets and who have 
an insider view of the markets are 
ready to design an investment 
portfolio plan for you. 


So, find out more about the Bank 
and the new financial instruments as well 
as the tax benefits while investing 
through the Capital Bank of Latvia. 

Call Mr Dmitri Afanasyev in our Riga 
office (371) 7011111 or clip the coupon 

Riga, Latvia 371 7011111 

Internet address: www.capitaibanklv.com 


CAPITAL 
BANK 
OF LATVIA 



To: Capital Bank of Latvia, 

1 48a Brivibas Street, 

Riga, LV-1 01 2 LATVIA — 

Please send me information on the 
Investment Portfolio Plan. 

Surname 

First name 

Address 


Postcode 


Capital Bank of Latvia is licensed by the Bank of Latvia, Licence Nr. 27 


THIS ADVERTISEMENT IS DIRECTED TO PROFESSIONAL INVESTORS ONLY 
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la accordance wich the sddard conditions rd sting to cbe payment of dividend No. 98 declared on 
21 January 1997. paymeafrora che office of the United Kingdom Registrar will be made in United 
Kingdom currency at chetee of exchange of R7.I6J5 South African currency to £1 United Kingdom 
currency,' this being cbe fa available cate of exchange for tonittances between the Republic of South 
Africa and the United Kinhxn oa 17 February 1997. as advised by the Company's South African bankets. 

The United Kingdom cuency equivalent of the dividend (No. 98) of 80 cents per ordinary share is 
therefore 11.1677? penceer share. 


London Office and Office/ 

United Kingdom Registrc 
Gold Fields Corporate Servo Limited 
Greencoat House \ • 

Francis Street ■ J. . 

London SWI P IDH ' 1 

18 February 1997 


By order of the Board: 
per pro GOLD FIELDS CORPORATE SERVICES LIMITED 

London Secretaries 

SJ. Dunning 

Secretary 


Capital One Master Trad 

ILS.S3NJ0MM 
netting Rate Qms A CatIBata 
Safes 

For the awes! period 18th Fcbn*. 
W7 » I7ih Moth. 1997 te G. 
mo t et wffl carry u tew rn mat 
5.53578% per mn with aa amqt 
0fU-S. Wl.S2 payable per US. SlttO 
(knoamahon and US. $415.18 n 
US. SIOOjOTOdeBoiiiinatiaa.pHabfc« 
17* Math. 1997. 


Landan Bnwtfe Apos Bh& 
Utk Mraay, B97 


Bradford 

&Bl NG LEY 

£100JXX)J)00 

CoBared Roatiny Rati Note Due 2003 
In accordance with the terms and 
conditions of the Notes, the interest 
rata far the period 18th February, 
1987 to 18t h Aug ust. 1997 hasbeen 
fixed at 7.0825ft~per annum. The 
gross In ter e st amount payable on 
18th August 1997 Wffl be £35.02 
per £1,000 nomfnsL 

Agent Bar*' 

ROYAL BANK 
OF CANADA. 


NodceofFartiaiRedetajidaa 
Canfiff Automobile - 

Receivables Securitwufofl 

<UK)No3pic' 

£180,000,000 -• 
<^AnsalhrAMtNUte4wrl9M 
. . anj 

£14,600,000 ■ 

Ma-eiwnMithB t.i. Mum 

P*ode« « Ewrjiy pv*n that -‘m 
with the Conditions, 
the ibfaoing Non# will be 
*wk«Md on ZSth fcfcruaty.1997. 
CU» A Motet! 3 J21 Notes 
IWI<«U8^KW)Q0> 
M«=aintac Notts: 309 Nora .' 
(Ifekic 0.090.000) 


Prindpai Payiaf 
19 th Febtmry. 1997 • Agent Bank 
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COMPANIES AND FINANCE: UK 


Canadian group successful with 51.42% i/ narrowest margin witnessed in British oil sector 


I Gulf wins contr 


Petroleum 
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By Jane Martinson 

Golf Canada Resources 
yesterday won control of 
Clyde Petroleum, the UK oil 
independent, by the narrow- 
est margin the British oil 
sector has seen for years. 

The Canadian oil and gas 
group declared the offer 
unconditional after winning 
51.42 per cent of its target by 
ipm yesterday, the closing 
date. 

Gulfs final tally included 


the 29.99 per cent it had 
bought in the market and 
acceptances for a farther 
21.4 per cent. 

Four of Clyde’s larger 
investors sold — inclu ding 
Norwich Union. PDFM and 
Wittington Investments. 
Capital Group of the US sold 
part of its 9.8 per cent stake. 

Clyde’s defence was helped 
in the increasingly tense 
closing stages of the deal 
when SHV, a large private 
Dutch company, bought 4.1m 


r cent of 
cents) late 


shares, or 1 
Clyde, at 12 
on Monday. 

The energ/ and retail 
group Iveral joint 
investments/ith Clyde in 
the Netherlfds and ana- 


lysts spii 
that the/' 
sage" cd 
that S 
about ‘ 
Clyde* 
Mr P 
dent aid 


ted yesterday 
ological mes- 
ive been a sign 
as concerned 
s plans for 
assets. 

an. Gulfs presi- 
executive who 


ief 


was in the US yesterday, 
said he was “pleased” with 
the outcome. 

“We remain strongly con- 
vinced that the price offered 
by Gulf represented excel- 
lent value for all Clyde's 
shareholders,'’ he said- “We 
look forward to working 
with the management and 
employees of Clyde to grow 
the business.” 

Mr Malcolm Gourlay, 
Clyde's chairman, was 
“extremely disappointed" 


that control bad been won 
“by the finest of margins”. 

Clyde's board is meeting 
today and Gulf's senior exec- 
utives were due to arrive in 
London this morning. 

Analysts are expecting 
some job cuts among Clyde’s 
400 employees, particularly 
as Gulf plans to move its 
headquarters from Hereford- 
shire to London. 

They also suggested yes- 
terday that a falling oil price 
in the two weeks running op 


Investcorp’s 
£473m secures 
Welcome Break 


SiiithKline warns on sterling 


By: 


Green 


By Christopher Price 

Investcorp, the Bahrain- 
based Investment group, has 
bought the Welcome Break 
motorway service station 
chain from Granada, the 
media and leisure group, for 
£473m <$766.3m) after beat- 
ing off bids from supermar- 
kets company Asda and dri- 
ven, the venture capital 
group. 

Granada yesterday took 
proceeds from disposals 
since acquiring hotel group 


a ted on London’s Park lane. 
Mr Charles Allen, chief exec- 
utive. said annual profits at 
the hotel had risen from 
£l8m to £20m during Gran- 
ada's tenureship and the 
company foresaw even 
greater potential by continu- 
ing ownership. 

Mr Alien said the latest 
disposals put the company 
well on course to meet it 
target of bringing net geai 
mg down from 163 per cer 
to below 100 per cent by t) 
September financial yer* 
end. 


being bought by property 
group Chelsfield, will he 
£50m after unwinding a leas- 
ing arrangement. 

However, Granada has 
decided against selling the 
Grosvenor House hotel. J situ- 


“achieve its full potntial". 

Investcorp also jignded to 
exp and the Welcoje Break 
brand into otha service 
areas, such as ot'er trans- 
port-related loctions, as 
,weH aS overseas. I • 


sales of new drugs, 
iy antidepressants, 
SmithKline Beecham. 

tte jtJK's second largest 
company, to a 14 per 
se in 1996 pre-tax prof- 
£L55bn ($2£lbn). 
it profits were hit hard 
y/tbe strength of sterling 
'late last year. 

Mr Hugh Collum, finance 
director, said if sterling were 
to stay at its current level 
for the - rest of the year, pre- 
tax profits would be 5 per 
cent lower than at 1996 
rates. 

Mr Jan Leschly. chief exec- 
utive, said pharmaceuticals 
growth had been driven by 
products introduced in the 


past five years. Sales of 
these new products rose 37 
per cent to to £1.54bn, repre- 
senting 36 per cent of the 
company's sales. 

The star performer was 
the antidepressant Seroxat 
(Paxil in the US) with sales 
of £706m, up from £495m. Mr 
Leschly said the market 
leader, Prozac, made by US 
company Eli Lilly, was los- 
ing market share. 

Also doing well was the 
company's biggest product, 
axtlbiotic Augmentm. where 
sales grew 4 per cent to 
£J68m in spite of heavy com- 
fetitiozL 

’ That helped the company’s 
oharmaceut icals division 
'increase turnover 14 per cent 
to £A8bn with a similar rise 


In trading profit to £1.2bn. 

The company’s other two 
divisions also did well. Sales 
at the consumer health oper- 
ation, whose products range 
from paracetamol to smok- 
ing cessation treatments, 
rose 16 per cent to £2.3bn. 
Trading profits rose 11 per 
cent to £372m. 

Clinical laboratories ended 
a period of falling profits 
with an 8 per cent pre-tax 
gain to £85m and a 3 per cent 
sales rise to £840m 

SmithKline said it hoped 
to reach a settlement with 
the US government In its dis- 
pute over the charging prac- 
tices of the Clinical Labora- 
tories diagnostic division 
“shortly." possibly within 
the next two months. 



Jan Leschly 



selling the 21-site Welcome 

The price paid by Invrt- 
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Mr Michael Guthrie, the 
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service station group, is to 
be chairman of Welcome 
Break. 

Net assets amounte to 

£333-4m. 

Mr Richard Warnr. a 
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cent premium to book value 
and some £l00m above ana- 
lysts' valuations at the time 
of the Forte acquisition. 

he believed the compay had 
achieved a good pr* for 
what was “an underalued 
brand and asset". Th group 
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to enable the cain to 

Investment Trusts 


SAW to) 

Attrftat&ttB 

Earetass (£m) 

« W 

COIBRl 
payment (pi 

Dot tf 

pvtwx 

Coresponflog 

(Moral 

Told tar 

yra 

Total tat 
year 


Afatmst Preferred 
Inv Tst Guernsey . 

Ton* Bar 


TABid Growth _ 6 mths to 


_ 9 mths t Feb 28 

. 

(-) 

. 

(-) 

- 

(-) 

325 

Apr 30 

125 

- 

14 

_ Yr td Ce 31 * 

94.4 

(B4.7) 

22 

(225 ) 

272 

(2.83) 

1-6§§ 

May 2 

1.845 

2625 

27 

Yr to l 

Ip 31 * 

430.55 

095.42) 

10.1 

(10.3 1 

1765 

(1766 ) 

106 

Mar 30 

925 

16 

1455 

mths to 

G 31 * 

27862 

006.46} 

069L 

10674) 

161Lf 

(0.13) 

- 

• 

- 

- 

16 

W 

Dec 31 

8729 

(795.14) 

0.654 

(0.696 ) 

16.34 

(17.4 ) 

156^ 

Mar 27 

15 

15.5 

15 


Earnings' shown bade. Dhidene 
craft. tOn rated capital, W 
★Comparatives restated. 


[hown net except §§gross throughout figures In brackets are (or coresponding period. 4Mtar exceptional charge. V After exceptional 
Increased capitaL ktrish currency. □ Total income. ^Contains foreign income dMdand etemenL 4 Third interim; makes 9.75p to date, 
of -26 pato proposed. • •• 


SIEMENS 

NIXDORF 


to the bid deadline could 
also have tipped the balance 
In Gulfs favour. 

The oil price has fallen by 
11 per cent in the last two 
weeks, while the oil sector 
has dropped by 5 per cent 

But Mr Craig Glick, Gulfs 
senior vice-president, said 
the bid, which had been “a 
long haul” was won because 
“we offered a full and fair 
price". 

“Frankly, I'm surprised we 
didn’t win more," be added. 


LEX COMMENT 

Buy-backs 


Bardavs 

Share price relative To the 
Banka Index 
10C 



Shareholders shonld wel- 
come Barclays’ plan to 
reconsider its traditional 
method of handing out 
surplus capital, through a 
share buy-back Yet ques- 
tion-marks must linger 
until the bank reveals 
what it has in mind. For 
all its faults, the obvious 
replacement - a special 
dividend - is now the most 
tax-efficient solution for 
shareholders as a group. If 
Barclays comes up with an 
alternative whose net 
effect is less attractive it 
will have some explaining 
to do. Meanwhile, it is 

worth clearing up a worry in the minds of many manag e- 
ment teams: that special dividends can wreak havoc with 
share option schemes. The problem is that option-holders 
do not receive special dividends, yet lose out when share 
prices fall to adjust for tham. But this difficulty is more 
apparent than real. In man y schemes, the rules allow 
option prices to be adjusted; in others, solutions can 
usually be found. Option-holders can, for instance, be 
offered a c« g b payment equal to the dividend at the point 
their option is exercised. 

The real snag is presentational: such adjustments look 
like chang in g the rules for fat cats. Consider a real case: 
WPP, which is r umo ured possibly to be announcing a 
buy-back today. Theoretically, the famously lavish share 
option package of Mr Martin Sorrell, chief executive, 
could probably be adjusted if a special dividend was paid. 
But he might still not want the inevitable fuss. A better 
explanation than that will be needed, however, if a buy- 
back really is imminent. 


Avon Rubber in 
£60m tyres sale 


By Roland Adburgham 

Avon Rubber is selling its 
tyres division to Cooper Tire 
& Rubber of the US for about 
£6Qm ($97 .2m) cash. 

Mr Steve Willcox, chief 
executive, said the sale 
would be a springboard for 
growth its other two divi- 
sions, automotive compo- 
nents and technical prod- 
ucts. "Avon Tyres is a small, 
focused and successful niche 
player in the world market," 
he said. "But we decided the 
return available from that 
business did not warrant 
investment in m^jor growth. 
The deal releases substantial 
funds and resources to con- 
centrate on the growth of 


our other businesses." 

The deal will yield an 
exceptional profit of about 
£iam, and a provision of £4m 
is being made for disposal 
costs and relocation of tech- 
nical products from the Wilt- 
shire factory, which will be 
sold to Cooper. Tyre distri- 
bution companies in France, 
Germany and Switzerland 
are also included in the sale. 

In the year to September 
28. the division had operat- 
ing profits of on sales 
of £1 10.8m. Net assets were 
£45 -3m. 

The performance of auto- 
motive components and 
technical products was In 
line with expectations, the 
company said. 
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For the one, 

a surfer's paradise 

Multimedia communication, shopping, information and 
education that spans the globe: It takes only seconds to surf 
from London to Sydney - The world is open to Internet users. 
Store or office hours: Who cares! Your customers c an d o 
business with you over the Web around the clock, 365 days a 
year. They can take a cyberstroH through electronic mega- 
mails. find what they like and order it - And soon, tirey H be 
able to pay for it justes easily. Being on the Internet means 
a brand new way of offering your products. 








For the other, an internal 
information highway 

information is what counts today- And fast 
access to it often enough affords a crucial 
knowledge edge. On your internal information 
highway too. By using Internet standards, you 
can turn your internal network into an Intranet 
Securely firewalled against outside intruders. 

But with full access to the outside world. 

Siemens Nixdorf can help you do the best possi- 
ble job of creating and managing your Intranet 



SNI Internet solutions 
offer everyone everything 

Internet or Intranet external or internal net- 
working -Staying a nose ahead, that's what 
counts in our world of ever shorter lifecycles 
and time-to-market services. Siemens Nixdorf 
is your solutions and service partner when it 
comes to multimedia communication: From 
initial consulting to Web publishing to opera- 
tion of the net Offering a broad portfolio of 
hardware, software and security solutions. 


Siem/ns Nixdorf: User Centered Computing 
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COMPANIES AND FINANCES UK 



Barclays improves BZW stands oiit as expensive 

but lags behind peers 


By George Graham, 
Banking Correspondent 


Barclays’ share price fell 
sharply yesterday as lower 
profits at BZW, its invest* 
meat hawking arm, held the 
ban&’s pre-tax profits to 
£2.36bn ($ 3 £ 2 l>n) for 1996. 

Operating profits at BZW 
slipped from £289m in 1995 
to £204m as it invested in 
new people and computer 
systems in an attempt to 
catch up lost ground In 
investment banking. 

Although that was 
dwarfed by an 11 per cent 
rise in operating profits on 
UK banking services to 
£i.7bn, Barclays' shares 
dropped 6 per cent to 
£UJ29p. 

Mr Martin Taylor, Bar- 
clays' chief executive, 
admitted BZW was produc- 
ing Inadequate returns, but 
insisted that the money 
spent on hiring new people 
should allow the bank to 
start producing better prof- 
its from the end of next 
year. “We could have done 


nothing, had a higher profit 
today, and a much weaker 
business,” be said. 

Barclays' overall return 
on shareholders' eqnity 
improved to 23 per cent 
from 21 per cent in 1995, 
against its 10-year average 
of 11 per cent. That still 
trailed the 33 per cent 
return reported last week by 
Lloyds TSB, which has aban- 
doned investment banking 
to concentrate on domestic 
retail banking. 

Mr Taylor said Barclays’ 
estimate of how much capi- 
tal it needed to keep as a 
cushion bad increased to 
£6.7bn-£7J2bn. With share- 
holders’ equity at £7.27bn 
and cash coming in at a rate 
of £180zn a month. Barclays 
expects to return about 
£500m to shareholders over 

the next 12 months. 

That disappointed some 
investors who had been 
expecting the bank to buy 
baCk more of its own shares. 
However, the government 
has changed the tax rules 
since Barclays’ last share 


bay-back. “The change in 
tax legislation doesn’t 
change our desire to return 
surplus capital, bnt we are 
giving thought to the 
means," Mr Taylor said. 

By buying back 120m of 
Its own shares over the past 
18 months, Barclays helped 
to produce a 25 per cent 
increase in earnings per 
share to 104.2p, compared 
with the 13 par cent advance 
in pre-tax profits. 

Personal banking operat- 
ing profits rose 17 per cent 
to £77 3m, helped by a strong 
performance from Barclay- 
card, the group's flagship 
credit card business. Despite 
increased competition from 
new arrivals such as MBNA 
and Advanta, the US credit 
card specialists, Barclaycard 
opened 900,000 new 
accounts last year. 

Business banking profits 
rose 6 per cent to £801m. 
Bad debt provisions fell by 
46 per cent to £215m. thanw 
largely to releases of provi- 
sions on the old loan books 
Barclays is trying to run off. 


I nvestment banks have 
been rubbing their bands 
after a bumper year for 
financin'! markets in which 
many of them have reported 
record profits. 

But at BZW, the Barclays 
arm that is one of the UK’s 
premier investment banks, 
1996 yielded a 29 per cent 
drop in operating profits as 
income rose by 7 per cent to 
£1.28bn, while operating 
costs climbed 18 per cent to 
£1.06ba 

Barclays measures the per- 
formance of its division by 
calculating post-tax return 
as a percentage of what it 
calls “economic capital”. 
This risk-adjusted measure 
produces a much lower fig- 
ure for capital employed 
than a standard return on 
equity calculation, and yet 
even by tWa standard invest- 
ment banking produced a 
return of just 8 per cent last 
year. Personal banking, by 
contrast, produced 34 per 
cent, business banking 24 
per cent and asset manage- 
ment 37 per cent. 

“We clearly can’t live with 
8 per cent,” said Mr Martin 
Taylor, Barclays’ chief exec- 
utive. “They [BZW] know 
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Bill Harrison: has already shaken up BZW with the ; 


Bnnta Carr 

it of new heads in all areas 


very well, as 1 do, that 


business needs to ad( 

break-even point.' 

Yet BZW has been 
the business areas in t 
Barclays has invested 
heavily over the last yi 
The group is spending lit 
ally on a new headc 
at Canar y wharf and on 
computer systems. 


its 


At the same time, r 
£81m last year on whit 
Taylor coyly refers o 
“upgrading” BZW: the 
of buying out the b 
packages of the new 
era it has hired, and of jay ; 
ing off those it has le 
go. 

The question Barclays 
shareholders were asking 


yesterday is whether their 
rampany was investing; Justi- 
fiably in a business capable 
of generating returns on eco- 
nomic capital above 20 per 
cent, as the rest of the bank 
has done, or was simply 
ng more money into an 
Ltion destined to remain 
itly profitable. 

Bill Harrison, the new 


chief executive Mr Taylor 
brought in from Ro bert 
Fleming to shake BZW up, 
has already brought a new 
broom to the task, with new 
heads appointed in all its 
major areas.. 

He believes BZW can pro- 
duce much better returns by 
crossHseljing; for examp le, by 
iTging its distribution ability 
in the secondary equity mar- 
ket to win primary equities 
business. 

Yet BZW’s disappointing 
performance over the past 
two yeans, in markets which 
have generally been as 
favourable for investment 
hanks as they could possibly 
be, leaves questions. 

BZW’s woes are a mere 
drop in the bucket when set ; 

against the £L9tim of operat- 
ing profit from Barclays' per- 
sonal. business, cross-border 
and private banking big- 
nesses. 

Yet that makes it all the 
harder for shareholders to 
believe that BZW’s earnings 
will come riding counter - 
cyclically to the rescue when 
these businesses run into 
their own profits pressures. 


George Graham 


ISSUE OF £2,500,000,000 

8% TREASURY STOCK 2021 


INTEREST PAYABLE HALF-YEARLY ON 7 JUNE AND 7 DI 
FOR AUCTION ON A BID PRICE BASIS ON 26 FEBRUARY l ! 


IER 


PAYABLE IN FULL WITH APPLICATION 


With a 
With a 


competitive bid 
non-compeddve bid 


Price bid plus ; 
£112 per £100 1 


interest 
of Stock 


This Stock h HI. on Issue, be on investment failing within Part il of the First 
Schedule to the Trustee investments Act 1961. Application has been made to the 
London Stock Exchange for the Stack to be admitted to the Official List on 
27 February 1997. 

1. THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 
invite bids For tbc above Slock. 

2. Tbc p rin ci p al of and interest on the Stock will be a charge on the Notional 
Loans Fund, with recourse to the Consolidated Fund of the United Kingdom. 

3. The Slock will be repaid at par on 7 Jane 2021. 

4. Stock issued m«w this prospectus wiU rank in all respects pari passu, and 
will be bxmwdiately fungible, with the easting Stock and win be amalgamated 
with the existing Stock in the Central Gilts Office (CGOl on issue and on the 
register on registration. Consequently, the price payable for die Slock will include 
an amount equal to accrued interest from 7 December 1996, the last interest 
payment date of the Stock, until settlement on 27 Febnmy 1997 at the rate of 
£1.79726 per £100 nominal of Stock. 

5. The Stock will be registered at the Bonk of England or at the Bank of Ireland, 
Belfast, and win be transferable, fat multiples of one penny, by instrument in 
writing in accordance with the Stock Transfer Act 1963. Stock registered at the 
Bank of R oland held for the account of members of the CGO Service will also be 
transferable, in multiples of one penny, by exempt transfer in accordance with the 
Stock Transfer Act 1982 and die relevant subordinate legislation. Under current 
legislation, transfers wiO be free of sump duty. 

6. Interest is payable half-yearly on 7 June and 7 Dece m ber Interest warrants 
will be sent by post. This fnnher issue of the Stock win rank for the full six 
months' interest due on 7 June 1997. 

7. Pursuant to a direction of Her Majesty's Treasury under Section SO of the 
Income and Corporation Taxes Act 1988, interest on the Stock will be paid wrthrxit 
deduction for or an account of Untied Kingdom income tax. However, die interest 
has a United Kingdom source and therefore may in certain circumstances be 
chargeable to United Kingdom rax by direct assessment. 

& Tbc Stock may be held on the National Savings Stock Register: 

9. The Stock and the interest payable thereon will be exempt from all United 
Kingdom taxation, present or future, so long as it is shown that the Stock is in the 
beneficial ownership of persons who are neither domiciled nor ordinarily resident 
in the United Kingdom. 

10. Further, the interest payable on the Slock will be exempt from United 
Kingdom income tax, p ie s c nt or future, so long as it is shown that the Stock b in 
the beneficial ownership of persons who are not ordinarily resident in the United 
Kingdom. 

11. For the purposes of the precedin g paragraphs, persons are not ordinarily 
resident in the United Kingdom if they are regarded as not ordinarily resident for 
the purposes of United Kingdom income tax. 

1 2. Applications for exemption from United Kingdom income tax should be 
made in such form as may be required by the Commhsiooen of Inland Revenue. 
The appropriate forms may be obtained from the Inland Revalue. Financial 
Intermediaries and Claims Office. Fnz Roy House. PO Box 46, Nottingham. NG2 
IBD. 

13. These exemptions will not entitle a person to claim repayment of tax 
deducted from interest unless the claim to such repayment b made within the time 
limit provided for such claims under income tax law; in general, such a claim win 
be made within the time limit if it is made within five years bom the 31 January 
following the year of assessment to which ic relates. In addition, these exemptions 
win not apply so as to exclude the interest from any computation for taxation 
purposes of the profits of sny trade tn business carried on in the United Kingdom. 
Moreover, the allowance af tbc exemptions a sub/aa to tbe prvvisiorts of sny law, 
present or future, of the United Kingdom directed to preventing avoidance of 
taxation by persons domiciled, resident or ordinarily resident in the United 
Kingdom, sod. in particular, the interest win not be exempt from income tax 
where, under any such provision, it falls to be treated for tbc purpose of the Income 
Tax Acts as income of any person resident or ordinarily resident in the United 
Kingdom. 


14. ft b intended that, if an official facility for the stripping or gilt-edged 
sec uri t i es b introduced, the Stock will be strippabie subject to the terms of that 
facility. On It) July 1995 the Chancellor of the Exchequer a n noun c e d that the 
Government had decided in principle to introduce such s facility and had also 
decided that any securities made strippabie through any such facility would be 
exempt from withholding lax and from the quarterly accounting anw g a m 
which were introduced with effect from 2 January 1996 in connection with sale 
and repurchase agreements for gilt -edged securities. It was further roanunoed on 
13 August 1996 that interest payments due to be paid on 7 June 1997 rod thereafta 
on gilts intended to be str ip pabie would be p»i«t without deduction of United 
Kingdom income tax and would be exempt from those quarterly accounting 
arrangements. This includes 8% Treasury Slock 2021. Her Majesty's Treasury 
issued the requisite direction under Section 50 of the Income and Corporation 
Taxes Act 1988 in respect of this Stock on 13 August 1996. The starting dale for 
an official snips facility will be announced fat due Course. 

15. Further details of the tax treatment of securities resulting from the stripping 
of stock of this issue will be determ i ned at or prior to the co n uneno euicu of an 
official strips facility. Accordingly, the availability and terms of the exemptions in 
paragraphs 9 to 13 above fa) relation to such stripped securities arc subject to 
modification. 

Method of Application 

16. Bids may be made on either a competitive or a non -competitive basis, as set 
out betow. and must be submitted on the abdication form published with the 
p ros p ectus. Each application form must comprise either one competitive bid tn 
ooe non-c omp e titi ve bid. Gilt-edged market makers may bid by t e lephooe to the 
Bank of England not later than 10.00 am an We dn esd ay. 26 February 1997. 

17. Application forms must be sent to the Bank of England. New Issues, PO Box 
444. Gloucester. GL I I NP to arrive not later than UL00 AM ON WEDNESDAY, 
26 FEBRUARY 1997; or lodged by bond at the Central Gilo A Money-markets 
Office. Bank of England. Threadnecdk Street. London not lata than 10JM AM 
ON WEDNESDAY, 26 FEBRUARY 1997: or lodged by hand at any of the 
Branches or Agencies of the Bank of England not later than 3.00 PM ON 
TUESDAY. 25 FEBRUARY 1997. Bids will not be revocable between 10.00 «m 
on Wednesday. 26 February 1997 and 10.00 am on Monday. 3 March 1997. 

18. The Bank of England reserves the right to require evidence of the identity of 
ary applicaot for Stock or of any person for whom an appliesnr is A.-iiqg s agem. 
Failure to provide satisfactory evidence of identity may result in delays in d esp a tc h 
of cettificstes. In addition if. for whatever reason, such evidence of identity is not 
provided as soon as is reasonably practicable <m the Bank of England's 
determination) and fa) any event within 21 days after the auction, the Bank of 
England may reject the application or cancel the sale of any Stock, and lake sny 
other action it may think fit- 

19. Cancellation of a sale of Stock for any reason will not affect the non- 
competitive sale price or any other sale of Stock. 

2a COMPETITIVE BIDS 

Each competitive bid must be for one amount and at one price, excluding 
accrued interest expressed as a multiple of l/32nd of £1 and must be for a 
minimum of £500000 nominal of Stock and for a multiple of Stock as 
fotlows-.- 

.\mount of Stack applied for Multiple 

£500,000- FI .000.000 £100,009 

£13)00000 or greater £ 1 . 000,000 

Unless the applicant is a member of the CGO Service. PAYMENT IN FULL 
AT THE PRICE BID PLUS ACCRUED INTEREST AT THE RATE OF 
£1.79726 PER £100 NOMINAL OF STOCK must be made by a CHAPS 
payment. Each CHARS payment must be sent to the Staling Banking 
Office. Bank of England (Son Code 10410-00) for the credit of "New Issues" 
(Account number 5S56CC09) quoting the reference “8TY202I" to arrive not 
kuathan 1.30 pm on Thursday. 27 February 1997. CHAPS payments must 
be debited to an account in the name of the applicant lor an account in the 
joint names of the applicant and one or more ethers I held with a bank or 
building society in the United Kingdom. 


C om pet i tive bidfc 


i reject 


the 


Uthe 


21 . 

(ii 


my competitive bid or pan 
be ranked fai descending order 
whose competitive bids are at or 
of England decides that any 
lowest accepted price). 
BIDS ARE ACCEPTED 
CES WHICH THEY BID 
bids which are accepted and 
price wfli be satisfied in 
which are nmte at die lowest 
only. 


on 


gilt-edged market maker, 
ncs more than £500.000 
1.000 nominal of Stock, 
r the benefit of any ooe 
may comprise only one 
or suspected multiple 


a separate cheque 
FOR EVERY flOO 
ust accompany each 
in. and be payable in. 
of Man. 


(Tt 


(if) 


fin) The Bank of England res er ves the right 
of any competitive bid. 
of price and Stock will be sold to 
above the lowest price at which 
competitive bid should be 
APPLICANTS WHOSE COMP 
WILL PURCHASE STOCK AT 
(PLUS ACCRUED INTEREST): 
which arc made at prices above the lowest 
foil: comp e ti t i ve bids which are a cc e pte d 
accepted price may be satisfied in foil or in 
NON-COMPETITIVE BIDS 
A non-competitive bid. other than we made 
must be for not less ih« £ 1,000 nominal 
nominal of Stock, and oast be for s multiple 
Only one non-competitive bid may be submil 
person, and each ooa -competitive application 
non-competitive bid. Multiple applies' 
applications are liable to be rejected, 
liiil Unless the ap p lica nt is a member of the CG3 
representing PAYMENT AT THE RATE CF 
NOMINAL OF STOCK APPLIED FtR 
BUK rafedt h t bid: cheques must be drawn »a 
the United Kingdom, the Channel Islands or (fc 
(1v) The Bank of England reserves the right to leer jny norxompetiti ve bid. 
Non -competitive bids which are accepted wl be accepted in foil at- the 
OOP- c ompe ti tive sale price plus accrued intern at (be rate of £1.79726 pa 
£100 nominal of Stock. Tbe non -competitive de price wQ] be EQUAL TO 
THE AVERAGE OF THE PRICES AT WKH COMPETITIVE BIDS 
HAVE BEEN ACCEPTED, the avenge bet? weighted by reference to 
the amount a ccepted at each price mid BONDED DOWN TO THE 
NEAREST MULTIPLE OF 1/32 ND OF£l. 

(v) If tbe nop-cornpctitivc sale price, plus accrued terest, is less than £1 12 pa 
£100 nominal of Slock, tbe batakx of the amou paid oo application will be 
refunded by cheque sent by post at the risk of tl applicant, 
fvi) If the Dctuxanpetiiire sale price, plus accrued xrest, is gratia than £112 
per £100 nominal of Slock, applicants wttosmon-competitive bids are 
accepted may be required to make s font- payment equal to the 
non-competitive sale price, plus seemed fancier lew £112 for every £100 
nominal of Stock allocated to them. An applati from whom a further 
payment is required wQI be notified by tetter by e Bank of England of tbe 
amount of Stock allocated ro him and of the fmer payment due, but such 
notification wiU confer no right on the apptica n o transfer the amount of 
Slock so allocated. Tbe despatch of certificates applicants from whom a 
further payment is required wiU be delayed unouch further payment has 
been made. 

(viii Each gilt-edged market maker may bid noo-comtitively for up to 0.3% of 
tbe Slock on offer: 

22. The Bank of England may sell le* dan the full atone of tbe Stock oo offer 
at the auction. 

23. The Suck win be issued fat registered form. Excc in tbe case of Slock held 
for the account of members of the CGO Service (for w m o-pnra^ arrang ements 
apply 1. registration sriD be in acccodance with thejoucricra given fat the 
application form. The Bank oT England may decline toaster Stock unless it has 
obtained such evidence ss it may require of the identity the applicant and of any 
person for whom Ac applicant may be acting as agent 

24. Certificates in respect of the Stock sold t other tharooma held in the CGO 
Service for the account of members) and the refund ofay excess amount paid, 
may at tbe discretion of tbc Bank of England be withd until the applicant's 
cheque has been paid or CHAPS payment recti w and. where required, 
satisfactory evidence of identity has been received. tn the event of such 
withholding, the applicant will be notified by barer by tftank of England of the 


I each i 


biti 


irate ' 


t payable 


m 
the 
wflj 
will be 

25. No 
application 
be icautted 
application 
Non-pa; 
the due date 
cancelled, 
day deposits 
an the amou 
the doe tfaTr 
to market 
such source 

26. Subject to 
member of that 
request thata 
Thursday. 27 
a cco unt in tt 
Number 2 Ac 
to- membr r deff 
shall for the 
amount 

27. Application 
from the Bank of 
Gloucester, GLI 1 
England, 

Agencies of tbe 
Floor. 20 Caligula 
Exchange. 

28. The taxation 
follows: 

(0 Tbe Stock will 
Schedule 9 to 
disposal of the S 
for the purposes 
Gilt-edged 
securities" for the 
for a hoi da of the 
charge to 
in relation tuholdt 
fanoest received 
lui) For a bolder within 
be a "loan relation! 
the Finance Act 1996 
Government Statement 
Attention is drawn to the 
1985 which explained that, 
neither Ha Majesty's Go 
savants or agents 
announced, even where 


Ins application and of the amount of Stock allocated to bint, subject 
tbe payment of his cheque or receipt of bis CHAPS payment or to 
ttisfaclory evidence of identity as appropriate, but such notification 
right on tbe applicant to transfer the Stock so allocated- Certificates 
post at the risk of the applicant 

fP»«r» of a less mwintf ihm £ 1 .000 nominal of S t oc k . If an 
far pan only, the excess amount paid win. when refunded, 
r despatched by poet at the risk of the applicant; if an 
the amount paid on application will be returned likewise. 
Parian of a cheque or noo-receip! of a CHAPS payment an 
of wry Stock sold may result in die sale of the Stock brin g 
rate equal to the London Inter Bank Offered Rate for seven 
g (“LIBOR") plus 1% per annum may. however, be charged 
In respect of any Stock for which payment is accepted after 
will be determined by die Bank of England by reference 
on tire due date for such payment, for LIBOR obtained from 
as the Balk of England shall consider appropriate, 
provisions governing membership of the CGO Service, 
may, by completing Section 3 of die appli ca tion form. 
:k sold to him be credited direct to his account in the CGO on 
1 997 by means of a member-to-tnemba delivery from at 
of the Governor rod Com pany , of the Bank of England, 
Failure io accept such delivery by the deadline for member- 
undcr the rules of the COO Service on 27 February 1997 
of this prospectus constitute default in due payment of the 
of die relevant Stock. 

copies of this prospe ct us may be obtained by post 
New Issues. Southgate House. Southgate Street, 
the Central Gibs A Money markets Office. Bank of 
Beet. London. EC2R 8AH or at any of die Branches or 
E ngl a n d: at the Bank of Ireland. Moyne Buildings. 1st 
Belfast. BTl SBN; oral any office of the London Stock 


of the Stock, unda current legislation, is broadly as 
specified 


on 


secunt 


as a gilt-edged security for the purposes of 
of Chargeable Gains Act 1992. Accordingly, 
not give rise to a chargeable gain or allowable loss 
gains tax. 

which are not strips are not “relevant discounted 
of Schedule 1 3 to rbe Finance Act 1996. Huts, 
who is neither trading in the Stock nor within the 
in respect of it United Kingdom income tax arising 
of the Stock will generally be limited to income tax an 
certain circumstance*, accrued- 
charge to corporation tax, a balding of the Slock win 
to which the provisions of Chapter H of Parr IV of 
II apply. 


issued by Ha Majesty's Treasury on 29 May 
interest of the orderly conduct of fiscal policy, 
a nor the Bank of England or their respective 
disclose tax changes decided on but not yet 
1 specifically affect the terms on winch, or Ore 
c onditions u nda which, did Stock is issued or sold by or cn behalf of tbe 
Gowimnem or the Bunk; tftaiw responsibility can therefore be -"ny-H for any 
omission to make such disclose: and that such omission shall neither render any 
transaaion liable to be set askt mx give rise to any claim for compensation. 


they! 


BANK OF ENGLAND 

LONDON 

18 February 1997 


APPLICATION FORM FOR 
8% TREASURY STOCK 2021 

Complete Section 1 or 2. plus Sections 6 and 8. Sections 3, 4, 5 and 7 
should also be completed where appropriate. 

TO THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 
1/We apply in accordance w ith the lams of the prospectus for competitive and 
non-competitive bids dated 18 February 1997 as foQows;- 


■6FOR competitive bids only 

tie for Slock to be [enchased at the price bid plus accrued miercst] 
See notes (a) and lb) below. 


Nomina] amount of 8% Treasury Stock 2021 
applied for 

Amount of Stock applied for Multiple 
£ 500 . 000 -£ 1 . 000.000 £ 100.000 

£ I JXWJXIO or greater £1.000000 


Price bid per £tOO nominal of Stock, being i 
multiple of l/32nd of £1: 


PLUS accrued interest at the rate of £L79726 

per £100 nominal of Slock: 


Total amount payable pa £100 nominal of Stock: 
(excluding accrued interest; 


Amount required for payment IN FULL AT 
THE PRICE BID PLUS ACCRUED INTEREST: 


£ 

32nds 





£ 

P 

1 

79.726 



£ 

P 




£ 


■ FOR NONCOMPETITIVE BIOS ONLY 

fie for Stock to be purchased at the non-competitive sale price, plus accrued 
interest, as defined in the prospectus) 

See notes (el and fdl below. 


Nomina] amount of S'* Treasury Stock 2021 
applied for, being a multiple of £1.0(0, with a 
minimum of £1,000 and a maximum of 
£500000 nominal of Stock: 


Sum (mclosed. bertig £ 11 2 for every 
£100 NOMINAL of Slock applied for: 


■FOR CGO MEMBERS ONLY 

CGO Participant Number 

Name of Contact 


Telephone Number . 


BB REGULATED FINANCIAL INSTITUTIONS ONLY 
(unless Section J applies! 


Name of Regulator . 

Mem tiers (np/Refercnce Number ... 
Country/Territory of Regulator — 


■this SECTION TO BE COMPLETED BY APPLICANTS ACTING 
AS AGENT FOR ANY THIRD PARTY 

(unless the applicant is a CGO member or is a UK or EEA regulated financial 
institution, and Section J or J has been completed! 

Full name and permanent address of each third party: 

FORENAMEiS) AND SURNAMES) ADDRESS (including postcode) 


If additional space is required, please continue on separate sheet. 


■THIS SECTION TO BE COMPLETED BY ALL APPLICANTS 

l/Wc request that Stock sold to rac/us be registered in the uidennentioned 
tumclsj and Hut any certificate be sent tty post at my/pur risk to the first named 
holder at the address shown below. 

IN THE CASE OF A NON-COMPETITIVE APPLICATION. Uwc warrant 
that to my/our knowledge this is the only non -competitive application made for 
my/our benefit (or for the benefit of the persons! on whore behalf I am/we are 

apply «S»- 

IN THE CASE OF AN APPLICATION BY A MEMBER OF THE CGO 
SERVICE WHO HAS COMPLETED SECTION 3. we request that any Stock 
allocated to us be credited direct to our account at tiic CGO. We hereby 
irrevocably undertake to accept such Stock by nx*nba-i&4nembey delivery 
through the CGO Service from the Governor and Company of the Bank of 
England. Number 2 Account i Partidpatu number 51 83) by the deadline for such 
deliveries on 27 February 1997. and we agree that the consideration to be input 
in respect of such delivery shall be the amount payable by us an the saJc of such 
Slock in accordance with die terms of the p rospe r. lu a. 

IN THE CASE OF AN APPLICATION MADE ON BEHALF OF A THIRD 
PARTY, 1/we have obtained and recorded evidence of the identity of each 
person on whose behalf I am/ wc arc applying, and I/we will 0(1 demand make 
such evidence available to the Bank of England or the relevant authority. 


Date 


SIGNATURES) 

of. or on behalf of. applicant 


■DETAILS OF APPLICANTS! 
(// not the person (s) in section SI 
FORENAMElSI AND SURNAMEfS) 


ADDRESS Ending postcode) 


The Stock will be registered on the Bank of 
England Register, unless you wish tbc Stock to be 
registered on the National Savings Stock Register 
(NSSR) (for Much there is a maximum limit of 
£25,000 /) ran inaj of Stock) or at tire Bank of fteJaxt. 
Belfast in which case plane tick the appropriate box. 


NSSR | | 

BELFAST ] 1 


s- 


REGISTRATION DETAILS 1 

Stock may be registered m the names of individuals or xpcreie body, j 

CAPITAL LETTERS PLEASE 



Forcnamets) in foil 

Surra, " - 

Address 


l 


mtm 

'IH: 

Forcnanreis) m fon 

Oh 

Address 







Postcode v. 

Daytime Telephone Number (in case there is a query) 


FOR BANK OF ENGLAND USE j 

Box No. 


Exd. 

Transaction Nura^T - 

712 


16 2/ 

New Account No. 

Cen. Posted Date' ~ 

\ 


NOTES 


(a) A competitive bid may not be made by an applicant as agent for any 
thud party unless the applicant [* a member of the CGO or is a UK or 
EEA regulated financial institution. 


fo) Except in tbe case of members of the CGO Service who haw 
«w^etedSectloo 3. a CHAPS payment must be sent to the Stating 
Banking Office, Bank of England (Son Code 104040) for the credit of 
^fow tomes- (Account number 58560009) quoting the reference 

^^rA > T^ amVCP<M lalCrtfa,n '- 30 P° Thursday. 27 February 
1997. CHAPS payments must be debited to an account m the name of 
the applicant (or an account in the joint names of the applicant and «re 
or more others) held with a bank or building society In the UK. 

(« A separate cheque must accompany each application. Cheque* mould 
be made payable to *Bauk of England” and crossed "New Issues': and 
oust be town on a hank in, and be payable tn, the United Kingdom, 
Owmel Islands or tbe Ule of Man. The Bank of England reserves the 
right to require evidence of the identity of any applicant for Stock or of 
any person for whoa an applicant Is acting as ■*** An tpplfcam 
lodgjflg an apphestisn form in penon should bring evident* of identity 
bearing the applicants photograph (for example a 
evidence of the applicant's name and address from a third pany for 
b ^ WB * «**■ ***** or tefopbonewnpuny'ora 

bonk or building society statement. 7 


(<fi Th e procedu re for any refund, or fimha aniocnr payable, is set out m- 
the prospectus. 


APPLICATION FORMS MUST BE SENT TO THE BANK OF 
ENGLAND. NEW ISSUES. PO BOX 444, GLOUCESTER- GLI INPTYV 
ARRIVE NOT LATER THAN 10.00 AM ON wSSdAY 
26 FEBRUARY 1997; OR LODGED BY HAND AT THE CENTRAL 
COTS A MONEYMARKETS OFFICE, BANK OF ENGLAND 
THREADNEEDLE STREET. LONDON NOT LATER than 10.00 AM 
ON WEDNESDAY. 26 FEBRUARY 1997; OR LODGED BY HAND AT 
ANY OF THE BRANCHES OR AGENCIES OF THE BANK tiF 
ENGLAND NOT LATER THAN 3.00 PM ON TUESDAY. 25 FEBRUARY 
1997. . . 



ij 




• l 


4 




-•-i-vi* 


~ 7 >y 

■ ■ f-k- 


i 


■ .!■* 

’ * 

■“ jfiK 

7 

• 


' • : 

4fir' 

r-F « 

- ■■■» 

e~V 

• r 
. ; 


V 
. «■- ", 


•?- 


;• 




.. 


A 





Wv. 4 






S L'». »> 







te ■ -a ■ 

JSSk,.. 




fe,,. 

„ • ’ . . - YJr , jj"* < 





















***>»»*.* 










IANCIAL TIMES WEDNESDAY FEBRUARY 19 1997 




^ & 
•i: 




v“5*vV* , 



-■■■■ • 

*’■ -■ -«A 


*■••-• ■ «• - •* 


-• * 

. .JJ 




>>>:• gmnovation is 
x I toeatening 
ponochrome's 
. ■ « I . lead among 
y ^ business users 

^ few 

v ■ 1 y®* 18 lew-cost col- 

• . -'c> ‘ m M our inkjet print- 
ers, from manu- 
/ * facturers such as 
‘ : ffewlett-Packard, Canon and 

‘ t> : . ppson, have come to domi- 
* ■ ' 4 ; -’ S ate 4116 k° me and small 
; 5; ^business printer market. 

, : ;*.$ Overall sales of inkjet 

i - Printers in 1995 increased 
■' - : ‘’about 60 per cent in unit 

' ' • i-P terms to 6.68m machines, 
'..jand by 39 per cent in value 
... (to ®2£9bn (£1.84), according 

- to the latest figures from 
. International Data Corpora- 

tion, the market research 

- V company. Colour inkjets 

accounted for 7.03m units or 
;‘i’ about 80 per cent of the 
total, up from 30 per cent 
f |sWw just a year earlier. 

'-■■‘fik “All the major vendors 
■"O have already turned their 
inkjet lines to colour.” notes 
IDC. 

Unlike the older-style dot- 

matrix or “line printers”, 
' which use inked ribbons, the 
most popular inkjet printers 
use a system that “shoots” 
ink through a multx-nozzled 
head. Heating the ink makes 
a tiny amount of vapour 
form a bubble which farces 
the ink through one of the 
openings in the print- 
head. 

S imilar methods use piezo- 
electric crystals embedded in 
. containers of liquid ink. 
Piezo-electric crystals 
•••-” vibrate as electric current 
- pulses through them, setting 
up precisely -timed ripples, 
*' • each of which causes a drop- 
" let of ink to spray from an 
.'J ultra-fine nozzle and form a 
\ dot of colour on the page. 
These systems, mostly 

- J - costing less than $300, can 

produce vibrant colours, par- 
< ticularly an specially coated 

- ; papers. However, inkjet 
- - . printers are relatively expen- 
'■ sive to run, slow to operate 

and on cheaper papers the 
/“'• ink tends to “bleed" which 
. 1 creates a slightly fuzzy 
image. Factors such as this 
.. have .meant colour has. been 

* relatively slottf to penetrate 
•: the business market, where 

high-speed monochrome 

- • . laser printers hold sway and 

- colour is often seen as an 
- unnecessary luxury. 

- However, the arrival of 
' - faster, lower-cost colour 

■ printers aimed at the busl- 
. ness market has made cor- 
porate colour printing more 
viable. These colour busi- 
ness printers use technolo- 
gies including conventional 
laser, thermal and to k- 
In a Laser machine, a beam 
is directed at a photo-electric 

• belt forming a region of elec- 
tric charge. For colour, this 
process is typically repeated 
four times for the cyan, 
magenta, yellow and black 
portions of an image. Tonere 
- finely powdered dry inks - 
of each colour are attracted 
electrostatically to the belt 
and are transferred to an 
electrically charged drum. 
After all four colours are on 
the drum, the image is rolled 
on to paper carrying an 


Colour printers * Better and cheaper 

Brighter prospects 



opposite electrical charge 
and heat fused. 

Generally this technology 
produces a sharp image, but 
has suffered because of rela- 
tively high costs of the 
equipment - typically up to 
$5,000 - its complexity, rela- 
tively slow speed and cost of 
operation. 

For these reasons some 
manufacturers have turned 
to alternative colour technol- 
ogies. Tektronix, the US 
technology group, has devel- 
oped a solid ink technology 
for its Phaser line of colour 
printers. 

These machines use a 
thermal wax printing tech- 
nique also known as' “phase 
change”, which involves 
melting four differently col- 
oured wax blocks. This liq- 
uid wax is forced through 
printhead nozzles on to a 
drum spinning at about 
SOOrpm. After a complete 
image of the page; has. built 
up on the drum it ’ is trans- 
ferred to the paper, where it 
dries instantly. 

In contrast to lasers and 
conventional inkjets, the 
image is neither fused nor 
absorbed into ,the paper 
which means that a high- 
quality, slightly glossy 
image can be produced even 
on low-grade paper such as 
standard photocopy sheets. 
Using this technology has 
enabled the US company to 
reduce the cost of the 
machine itself - the recently 
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launched Phaser 350 costs 
$3£00. 

It can also be hooked up to 
a dedicated scanner to repro- 
duce multiple copies of an 
existing colour image. Mod- 
els capable of producing A3 
and poster-size prints 36 in 
wide are also available. 

T raditionally, one of the 
biggest barriers to col- 
our printing for busi- 
nesses has been the rela- 
tively high cost of text-only 
(blade) prints. However, by 
the astute move of supplying 
its customers with “free” 
black wax blocks. Tektronix 
cl aims it has overcome this 
obstacle as well - text print- 
ing costs about 1.6 cents a 
page, significantly less than 
conventional mono laser 
costs, while a typical colour 
page costs less than 
8 cents. 

The new system is proving 
popular with businesses that 
want a heavy-duty but quick 
colour printer. For example, 
rPC, the UK consumer maga- 
zine publisher, installed 
more than 60 Tektronix col- 
our printers last year to out- 
put colour page proofs. 

“We found that in many 
cases the solid-ink Phaser 
colour printer gives results 
almost as good as the actual 
page.” says Nlc Bellenberg, 
systems manager at IPC 
Magazines. “On top of that it 
is fast, easy to use and has 
affordable consumable 
costs." 

At the same time, changes 
in desktop computing have 
made it easier to use colour 
in business - most desktop 
personal computer applica- 
tions now support colour. 
an d high-definition colour 
displays are standard on all 
new PCs. 

Meanwhile, the processing 
power of modern desktop 
PCs is more than adequate 
for supporting complex 
graphics and most PCs are 


hooked together to form Cast 
local area or enterprise net- 
works. making the sharing 
of relatively expensive 
peripherals a more cost- 
effective option. 

“Colour printing is now 
moving into the business 
mainstream,” says Gerry 
Perkel, president of Tektro- 
nix’s colour printing and 
imaging division. Paul 
Allaire, Xerox chief execu- 
tive agrees: “Corporates are 
moving to colour.” 

The advocates of corporate 
colour printing claim a num- 
ber of advantages for the 
technology. In particular, 
they say that locally pro- 
duced colour business docu- 
ments make communica- 
tions more effective and 
increase the response rate to 
direct mall. 

Desktop colour printing, 
they claim, reduces costs 
because more graphics and 
production work can be done 
in-house and colour docu- 
ments can be created on 
demand, stored electroni- 
cally and printed as | 
required, removing the need 
to order and store large 
press runs. | 

The rapid development of 
corporate intranets, local 
area networks using stan- 
dard Internet technologies, 
is also fuelling demand for 
corporate colour printing as 
users become increasingly 
used to colour Web pages. 

Significantly. Web technol- 
ogy is also being used to 
help manage modern colour 
printers remotely. 

Several colour printer 
manufacturers, including 
Tektronix and Xerox, have 
recently begun to build soft- 
ware into their machines 
which enables users to moni- 
tor and control printers over 
an intranet or the Internet 
using a standard Web 
browser. 

Paul Taylor 

future 


Image of a high-speed future 

A new type of printhead could have numerous applications 

V isiting the chemist to The effect, says Temple, is also suitable for industrial Kodak, UK arm of 

develop yarn- holiday to create an “acoustic wave” applications such as' Eastman Kodak, the US 

snaps or waiting by which shoots down the large-scale poster printing. maker of imaging products 


V isiting the chemist to 
develop your holiday 
snaps or waiting by 
the office colour printer for 
an illustration to emerge 
may soon be a sepia-tinted 
memory. 

Xaar, a Cambridge-based 
research company, has 
developed electronic 
printheads which produce 
photographic quality 
pictures economically and at 
high speed. 

“At the moment inkjets 
are dominant in the 
personal printer market,” 
says Steve Temple. Xaar’s 
technical director. “Our 
technology will move them 
into the networked printer 
market.” 

The day is not too far off, 
he adds, when people will be 
editing and printing their 
own photographs at home, 
downloading captured 
images from a digital 
camera to a personal . 
computer - technology 
which already exists - and 
producing high-quality 
prints at high speed with 
printers containing Saar’s 
technology. 

Saar’s printheads differ 
from conventional inkjet 
ones because they are 
constructed from an array of 
ink channels made from a 
“piezo-ceramic” material 
called PZT, When electrodes 
plated on to tiie walls 
between each channel pass a 
current across the material, 
the channels change shape. 


The effect, says Temple, is 
to create an “acoustic wave” 
which shoots down the 
channel and ejects ink 
droplets, avoiding the need 
to heat the ink to high 
temperatures. 

“We use only about 
one-thirtieth of the energy 
required by conventional 
inkjet printers,” he says. 

The printheads are much 
smaller than rival products 
since microchip fabrication 
methods are used. 

Special inks have also 
been developed, in 
collaboration with Zeneca 
Colours (formerly part erf 
Imperial Chemical 
Industries). The formulation 


also suitable for industrial 
applications such as' 
large-scale poster printing. 

But the company is now 
licensing a grey-scale 
version of its printhead 
which will enable users to 
churn out large numbers of 
photographic quality prints. 

A grey-scale printhead 
produces photographic 
quality reproductions by 
using multiple dot sizes - 
up to 16. for example, 
rendering 16 levels of grey. 
So each dot created by the 
360 dot-per-inch head is 
made up of a number of 
different dot sizes. 

A laser printer applying 
600 dots par inch to paper 


As the Internet gets faster 
surfers may want an 
ultra-quick colour printer 
to capture illustrations 
and data 


uses nan-aqueous solvents 
wnd pigments as colourants 
which give laser print 
quality on standard and 
recycled office paper. “One 
of the keys to tost colour 
printing is drying time,” 
says Temple. 

Xaar, farmed in 1990, 
focused first on developing a 
binary inkjet printhead - so 
called because it produces a 
single tone. Ideal for 
text-based work, it competes 
with laser printers and is 


but using only a single dot 
size cannot match the 
quality, says Temple. 

Eight companies have so 
far signed np to use Xaar’s 
technology to varying 
degrees, each paying 
£2m-ptas for a licence, says 

Graham Wylie, managing 
director. 

The product will give 
Xaar exposure to important 
emerging markets including 
digital consumer 
photography. 


Kodak, UK arm of 
Eastman Kodak, the US 
maker of imaging products 
and one of the world's 
leading suppliers of 
consumer cameras and film, 
is not among Xaar’s 
licensees, but it agrees the 
potential for digital cameras 
is vast. 

Next month, Xaar will 
unveil a 2 ’Ain-wide 
printhead, aimed at 
high-speed office and 
industrial printing. But the 
biggest advance of all may 
come next year, when Xaar 
makes available an A 4- wide 
grey scale printhead. 

That, says Temple, will 
open the way to launching 
relatively cheap printers 
capable of churning out 100 
photographic quality colour 
pages a minute. 

The potential applications 
are numerous. As the 
Internet gets faster, for 
example, surfers may want 
an ultra-quick colour 
printer to capture 
illustrations and data. 

Other industries might 
also benefit. Instead of 
using a print bouse and 
conventional delivery 
method such as the post, 
small circulation titles - 
specialist trade publications, 
for example - could be 
downloaded from a 
publisher to a high-speed A4 
grey -scale colour printer to 
the local newsagent 

David Traherne 
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Eagle Eye • Louise Kehoe 

Cultural chasm 

It is easy to forget that Europeans do not necessarily 
aspire to the techno-lifestyle embraced in Silicon Valley 


Why are European 
industrialists slower to 
make use of personal com- 
puter and Internet technolo- 
gies than their counterparts 
in the US? 

I've been mulling over 
this question since I talked 
a couple of weeks ago to 
Andy Grove, Intel chief 
executive. Grove was about 
to depart for the World Eco- 
nomic Forum in Davos. 
Switzerland, where he 
planned to deliver a charac- 
teristically blunt speech. 

He said he would warn 
the assembled political and 
industrial leaders of Europe 
that they were falling 
behind in the adoption of 
new technologies. He would 
urge this group to lead by 
example by making PC tech- 
nologies such as e-mail a 
fundamental part of the way 
they work. 

Afterwards, European 
commentators variously sal- 
uted Grove for his “wake-up 
call” or dismissed his com- 
ments as a sales ploy. 

To me. Grove's speech 
was a salutary reminder of 
the cultural chasm between 
the West Coast of the US 
and western Europe. 
Imbued to the technology- 
driven business culture of 
Silicon Valley, it is easy to 
forget that not everyone 
shares the faith; not every- 
one believes that taking 
maximum advantage of IT 
is critical to business suc- 
cess. 

From this West Coast 
i vantage paint it is bard to 
imagine how any business 
or organisation could oper- 
ate without e-mail and a 
corporate intranet. 

Hewlett-Packard would 
function “poorly or not at 
all", if its e-mail systems 
were removed, says Lew 
Platt, chairman and chief 
executive. “I can hardly 
remember life without 
e-mail. It is woven into the 
fabric of how we operate." 

At Intel, Microsoft. Cisco 
Systems or Sun Micro- 
systems, the story is the 
same. Corporate networks 
carrying e-mail and Web 


pages are the life blood of 
these companies. 

Yet in Europe. Platt, 
Grove and others tell me, 
the chief executive who 
uses e-mail is the exception 
rather than the rule. I also 
hear anecdotes of European 
managers who ask their sec- 
retaries to print out e-mail 
messages and type out 
responses. 

Used in this way, e-mail is 
little more than a substitute 
for the fax machine, and an 
inconvenient one at that. It 
seems these managers are 
more determined to main- 
tain their traditional work 
environments and practices 
than to take advantage of 
the opportunities created by 
new technologies. 

1 have come to the conclu- 
sion that this resistance to 
change has something to do 
with the pace of doing busi- 
ness to Europe - and for 
that matter the pace of life. 

E-mail vastly accelerates 
business communications. It 
enables electronic messages 
and documents to be sent 
almost instantly to any- 
where in the world. It elimi- 
nates “telephone tag" and 
spans time zones. It cuts 
bureaucracy and leads to 
faster decision making, 
speedier deal making and 
prompter customer services. 

But e-mail also places new 
demands on everyone to 
respond swiftly, to make 
quick decisions and to deal 

From the West 
Coast it is hard to 
imagine how any 
business or 
organisation 
could operate 
without e-mail 
and a corporate 
intranet 


directly with co-workers, 
customers and suppliers. 

Bill Gates, chairman of 
Microsoft, for example, 
described at Davos how he 
starts his work day with 
screens full of e-mail and 
frequently finishes respond- 
ing to these messages late 
at night. 

For Gates, his colleagues 
at Microsoft and their coun- 
terparts throughout Silicon 
Valley, this is a way of life. 
To others, I suspect, it is not 
an appealing prospect. 


The “multimedia" attributes 
of the Web have been 
widely touted. In reality, 
video on the Internet usu- 
ally comes in snippets that 
take forever to download. 

New software from Pro- 
gressive Networks - the 
Seattle-based company that 
created the RealAudio soft- 
ware for downloading and 
listening to speech and 
music, promises to change 
all that, making video a 
ubiquitous component of 
Web pages. 

This software marks a sig- 
nificant step forward in the 
evolution of the Web. If it 
catches on like RealAudio, 
for which Progressive 
c laims iom users. TV-style 
commercials, video mes- 
sages from political candi- 
dates, live video newscasts 
and all manner of pay-per- 
view videos are just around 
the corner. 

At 28A kbps (kilobits per 
second), RealVideo provides 
“newscast” quality video - 
fine for information but not 
good enough for entertain- 
ment. With the latest 56.6 
kbps modems or better still 
an ISDN digital connection, 
it shines with full-motion, 
TV-quality pictures. 
(www.reaLcom) 


As internet publishers 
scramble to transform Web 
sites from “free samples" of 
their traditional paper-based 
products into paying propo- 


sitions. there is intense 
interest in the growth of 
Web advertising. 

Now Web advertisers are 
demanding more accurate 
measurement of the effec- 
tiveness of their Web-page 
“banners”. Rather than ask- 
ing how many times a Web 
page is read, they now ask 
for “click through" data - 
or how many visitors to a 
Web site click on an adver- 
tisement to get more infor- 
mation. 

This could have signifi- 
cant implications for elec- 
tronic publications and 
eventually perhaps for the 
traditional media. 

Web sites with the high- 
est numbers of visitors, 
such as search services, 
may he able to charge a pre- 
mium only if large numbers 
of their users are suffi- 
ciently attracted to click on 
adverts. On the other hand, 
less widely used sites that 
draw special -interest read- 
ers may do better when 
“click through” is measured 
on advertisements targeted 
at their readers. 

Ultimately, some in the 
Internet publishing industry 
expect a new form of tar- 
geted direct marketing with 
advertisers paying a bounty 
to Web publishers which 
can deliver readers from 
specific demographic 
groups. 

Over time this will force 
traditional media, especially 
magazines and newspapers, 
to try to gather even more 
information about readers' 
Interests and spending hab- 
its. The best way for them 
to do this may be via the 
Web. 


Your opinions on issues 
raised to the Eagle Eye col- 
umn are welcome. Please 
access the Eagle Ey e discus- 
sion group or zcumFr.com 
(look under the "connect 
and respond" heading on 
the contents page). 

Contact Louise Kehoe: 
louiseieiFT.com 
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INTERNATIONAL CAPITAL MARKETS 


High-yielders continue divergence from bunds 


GOVERNMENT BONDS 


By Samar Iskandar 
In London and Tracy 
Corrigan in New York 

Divergence from German 
bunds was the dominant 
theme in Europe's high- 
yielding markets yesterday, 
prolonging Monday’s trend. 

“We are starting to see 
some serious profit-taking on 
the high-yielding markets 
now that the debate on Emu 
has become more open." said 
Ms Phyllis Reed, European 
bond strategist at BZW. 

Italian. Spanish and Swed- 
ish bonds closed lower, 
against the tide of rising 
markets in the rest of conti- 
nental Europe and the UK. 

The March bund future on 
the London International 
Financial Futures Exchange 
reached a record 104.04 


UK gilts rally on higher than expected fall in public sector debt 


UK gilts rallied strongly yesterday 
on news of the higher than expected 
reduction In public sector debt last 
month, Edward Luce writes. 

Although 10-year gilts underper- 
formed German hands with the 
same maturity, they continued to 
outperform Italian BTPs. 

Analysts said the recent rally in 
the UK market, which saw the yield 
on gilts drop below that of BTPs last 


week for the first time since Novem- 
ber, was partly fuelled by jitters 
over European Monetary Union. 

A spate of negative comments by 
officials in Germany and Brussels 
on Italy’s chances of becoming a 
founding member of Emu in 1999 
has pushed the yield spread of 10- 
year BTPs over bunds 30 basis 
points wider in the last fortnight. 

This spread closed at 182 basis 


points yesterday, 7 points up on 
Monday. Gilt yields were stable at 
173 basis points over bunds. 

Futures on UK long gilts hit a 
record 114& in morning trading, but 
dropped back on profit-taking to 
close at 113£ on the London Inter- 
national Financial Futures and 
Options Exchange. Meanwhile, 
Liffe’s March future on Italian BTPs 
fell a full point to dose at 120.67. 


“It would be an exaggeration to 
say that there is a negative corre- 
lation between the performance of 
gilts and BTPs," said Mr Ceris Wil- 
liams, head of fixed income at 
Rothschilds Asset Management in 
London. 

“Having said that, UK gilts would 
do even better if there was serious 
talk about postponing the Emu proj- 
ect," he added. 


before settling at 103.71, up 
0.13. Meanwhile. Matlfs 
March notional future rose 
0.32 to close at 132.68. 

"The main question driv- 
ing the markets is that of a 
delay to Emu.” said Ms 
Sonja Gibbs, senior bond 
strategist at Nomura Inter- 
national. She said yester- 


day’s selling “suggests mar- 
ket participants are begin- 
ning to reconsider the odds”. 

Spanish 10-year bonos fell 
0.66 to 103.62, their yield 
spread over equivalent 
bunds widening by 11 basis 
points to 1 26 points. In Bar- 
celona. March bono futures 
closed 0.81 lower at 113.38. 


Swedish 10-year bonds lost 
0.63 to 109.91. their yield 
spread over bunds also wid- 
ening by 11 basis points to 
112 points. 

“If worries over Emu 
increase, we could see funds 
flow back into the D-Mark,” 
Ms Gibbs said. “But so far 
the [high-yielding] markets 


have been relatively well 
supported. There are even 
signs of investors buying at 
these lower levels." 

Ecu bonds matched the 
rise in bunds. Ecu-denomi- 
nated 10-year French OATS 
rose 0*32 to 109.20, but trad- 
ers warned that the sector 
could be vulnerable to Emu- 


related doubts. “Ecu bonds 
are already trading like a 
post-Emu market," said MS 
Reed, at BZW. “A delay to 
Emu would be a frightening 
prospect for holders of Ecu 
bonds." 

US Treasuries failed to 
maintain their impetus after 
last week's strong run. 


Bond prices slipped by up 
to V* point in early trading, 
after traders returned to 
their desks following Mon- 
day’s Presidents’ Day holi- 
day. A lacklustre equities 
market failed to provide any 
support. Analysts also said 
an overhang of last week s 
heavy supply was still 
weighing on prices. 

Near midday, the new 
30-year bonds, which were 
auctioned last Thursday, 
were down a at 10016 to 
yield 6.546 per cent 

Two-year notes fell h to 
100&. yielding 5.770 per cent, 
while 10-year bonds were % 
lower at 99% to yield &276 
per cent 

Today’s release of con- 
sumer price data could give 
the market a fresh push, 
with traders looking for fur- 
ther signs that inflationary 
conditions remain benign. 


More issues in eurosterling 


New international bond issues 


INTERNATIONAL BONDS 


By Conner Middelmann 

The eurosterling sector 
received a further boost yes- 
terday with the launch or 
£750m of new paper amid 
continued demand for ster- 
ling bonds. The relatively 
high yields available and the 
currency’s strong perfor- 
mance have fuelled interna- 
tional demand for sterling 
assets, prompting about 
£9bo of bond issues in the 
first six weeks of 1997. 

Bayerische Landesbank 
tapped this demand with a 
£5 00m issue of five-year 
bonds, hard on the heels of a 
£lbn five-year benchmark 
issue for the US Federal 
National Mortgage Corpora- 
tion (Fannie Mae) last week. 

“We decided to follow up 
Fannie Mae with something 
that would appeal to institu- 
tional and retail investors," 
said a dealer at SBC War- 


burg. joint bookrunner with 
CSFB. He said the issue was 
especially targeted at conti- 
nental Europe. 

Of particular appeal to 
retail investors is that 
Bayerische Landes bank's 
bonds are in bearer format, 
as opposed to Fannie Mae’s 
registered global bonds. Nev- 
ertheless. he reported little 
switching out of Fannie Mae 
bonds, "which shows how 
much new cash is coming 
into the market and under- 
lines the success of Fannie 
Mae's deal". 

Japanese appetite for ster- 
ling paper spurred the 
launch of a further £250m of 
sterling bonds, for the World 
Bank. Lead manager 
Nomura said the three-year 
paper paid a 6 per cent cou- 
pon, about 500 basis points 
more than domestic three- 
year Instruments available 
to Japanese retail investors. 

The domestic sterling mar- 
ket saw a £65m issue of first 


mortgage debenture stock 
for Shaftesbury, the prop- 
erty company which owns 
London's Chinatown and 
recently-acquired Carnaby 
Street in London. 

The debentures, due 2024, 
yield 90 basis points over 
gilts and are fungible with 
£29m of outstanding stock. 
The paper is secured on first 
mortgages on the Carnaby 
Estate and some properties 
in Chinatown. According to 
lead manager Dresdner 
Kleinwort Benson, the deal 
sold out quickly, mainly to 
UK institutions. 

Germany's DePfa Bank set 
a new milestone with a 
DMibn 12-year jumbo Pfand- 
brief issue, the longest matu- 
rity yet to be issued in the 
Pfandbrief sector. 

“We were pleasantly sur- 
prised by the strong recep- 
tion of the deal across 
Europe - about half was 
placed outside Germany." 
said Mr Frank Rtthland, 


group treasurer. Joint leads 
Commerzbank, CSFB and 
Goldman Sachs reported 
strong sales to French and 
Benelux institutions such as 
life assurers, which like lon- 
ger maturities. 

DePfa also issued FI 250m 

of four-year bonds, placed 
largely with Dutch institu- 
tions. and DMIOOm of bonds 
linked to the Rex index of 
long-dated bunds. 

The Europe an Investment 
Bank issued FFr3bn of 
10-year bonds to be redenom- 
inated into euros once- the 
European single currency is 
introduced. At that time, the 
bond will become fungible 
with a FI lbn issue launched 
in late January. Lead man- 
ager BNP said it placed 
about FFrSOOm of the issue 
outside France, notably with 
institutions in the Benelux 
region and the UK. 

• Brazil's state-owned oil 
group Petrobras plans to 
issue $200m in debt denomi- 


Areount 

NonflJB (a) 200 

KLP (aft 110 

SBC, Jersey Bnwehjb) 100 

SB M) 3Hn 

(mm 

Bayerische Landesbank (s) 500 

World Bank (0* 250 

Credit Local do Franca £ 2O0bn 

Nordic friyeotment Bank (4 lOObn 
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100*425 Mar 2000 1X75 - Nomura Intarnattmal 
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Mar 02 at per. ai) 6-mth Libor +55bp to Mar 02. then +I30bp- b) Exchangeable Into Fiat; Eurotmck 100 index at 2X89.19. 
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LBw +25bp- el) zero to 18/3/96, then Dnkad to M1B-M to 18/3/00, then 9%. I) 6X7% to 20/3/02. then 12.80% -12-mth 
Libor. min 4X96. g) 5% to 1/4/01, then 7%%. Q Over Interpolated yield. I] Long 1st coupon, s) Short 1st coupon. 


mated in yen by June, Renter 
reports. 

“We are discussing with 
the government if the samu- 
rai bond issue is the best 


alternative," said Mr Her- 
nani Fortuna at Petrobras, 
adding that the central bank 
could recommend issuing 
bonds In another currency. 


The company plans to 
raise a total of $5 00m to 
1600m in 1997. Last year, it 
raised $500m from the euro- 
bond market 


Currency 
dealing 
lifts func 
returns 

By Richard LappWi 
Capital Markets Effitor 

Hedge funds specialising t 
currency trading advistf 
programmes made strol . 
returns last mont. 
reflecting recent volauli 
in the foreign exchanj 

markets. - 

According to the Tai; 
Flash report, a monthly su!. 
vey conducted by Tass Mai . 
agement, a London-base ■ 
information and researc. 
company, each of the 10 bes 
performing “commodit: 
trading advisers" - hedg* 
funds which can also spec! 
alise in commodities and 
futures - made the majority 
of their profits from cur- 
rency dealing. 

The funds' successful trad- 
ing strategies included tak- 
ing long positions on the US 
dollar and short positions 
on the yen and D-Mark, both 
of which have weakened 
against the US currency in 
recent months. 

Ms Nicola Meaden, chief 
executive of Tass, said the 
performance reflected 
trends first apparent in 
the last quarter of 
1996. 

The last time each of the 
top 10 performers in the sur- 
vey had specialised in cur- 
rencies was in early 1995, 
she said. 

In the commodity mar- 
kets, hedge funds made good 
profits by taking short posi- 
tions in gold and platinum 
and long positions in coffee, 
Ms Meaden added. 

Dean Winner Composite 
Foreign Currency fund 
topped the Tass chart with a 
return of 20.9 per cent, fol- 
lowed by Dunn Capital 
Financial TOPS with 17.9 
per cent, and Dunn Capital 
WMA Account with 17.8 per 
cent 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Coupon 


Red 

Data 


Price 


Day's Weak Month 

change Yield ago ago 


Australia 

6.750 

11/06 

964674 

+0X70 

7X6 

735 

782 

Aiofrrta 

5625 

01/07’ 

101.0000 

+0.080 

5.49 

589 

690 

Belgium 

6X50 

03 /or 

105x1000 

+0.020 

6X8 

5.54 

5.94 

Canada * 

7.000 

12/06 

106X000 

-0X50 

6.17 

683 

672 

Danmark 

8.000 

03/06 

1126800 

-0X40 

8.14 

6L23 

6.55 

France BTAN 

5800 

10/01 

105X873 

_ 

4X8 

4.35 

4.57 

OAT 

6800 

10/06 

108X900 

+0.180 

581 

543 

.5X1 

Qwnuny Bund 

6.000 

01/07 

103X400 

+0.090 

5.48 

5.58 

5X7 

Ireland 

8.000 

0B/Q6 

111.3000 

-0X90 

687 

641 

680 

Italy 

T.7S0 

11/00 

103X300 

-0.450 

7.1 at 

7.08 

7.46 

Japan No 145 

6.300 

09/01 

121X119 

+0X50 

187 

188 

1.48 

N0 182 

3.000 

08/05 

104X098 

+0.040 

2.40 

289 

281 

Netherlands 

5.750 

01A37 

102.5600 

-0X60 

5X9 

588 

5.77 

Portugal 

8.500 

02/06 

1194500 

- 

687 

6.63 

688 

Spain 

7.350 

03/07 

103.6200 

-0.660 

6.74 

675 

6.90 

Sweden 

8.000 

08/07 

109X068 

-0830 

6.66 

6.69 

6.76 

UK Gits 

8.000 

12/00 

104-11 

+7/32 

6.68 

675 

7X0 


7800 

12/06 

102-27 

+9/32 

7X9 

7.13 

7.64 


9X00 

10/08 

114-07 

+8/32 

7.1 B 

7X1 

7.73 

USTreaaury " 

6X50 

02AJ7 

99-24 

-1/32 

6X8 

641 

653 


6.625 

02/27 

100-31 

-2122 

68S 

670 

678 

ECU (French 'Sort) 

7.000 

04/06 

109X000 

+0.320 

5.68 

5.62 

617 
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US INTEREST RATES 


Latest 


Treasury Bills 

and Bond ndds 







Prim rata 

ft 
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Threoyw 

_ 5.01 


BA 

Three imifi.- 810 

Bra ymr _ . 

10-ywr 

30-year 

... 6.06 
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854 

Fed finds at toleration 

One year .... 5.44 


BOND FUTURES AND OPTIONS 


France 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F) FFrSOOXOO 



Open 

Sett price 

Change 


Low 

EsL voL Open tot 

Mtv 

132.46 

132-68 

+082 

132.94 

132.46 

157.627 

133.713 

Jun 

131.14 

131.34 

+080 

13188 

131.14 

8.989 

17.124 

Sep 

129.44 

129.66 

+083 

129X6 

129.44 

1,159 

1X69 


■ LONG TBBW FRENCH POND OPTIONS IMATIF) 


Strike 

Price 

Mar 

- CALLS - 
Apr 

Are 

Mar 

- PUTS - 
Apr 

Jun 

128 

4.68 

3 39 

3.67 


0.06 

0.36 

129 

3.68 

2.47 

2X4 

- 

0.13 

0.53 

130 

2.69 

182 

2.11 

0X1 

0X8 

0.78 

131 

1.72 

0.89 

1.45 

0X4 

0.55 

1.11 

132 

0.78 

0.44 

0X7 

0.10 

1.10 

1.63 


Es£ wX. OUL cm 31X13 Put3 54.007 Piwtom day's opm Hu Cato 157.000 Puts 205.633. 


Germany 


■ BUND FUTURES OPTIONS (UFFE) DM250,000 poims ol 1 00% 


Strike 

Price 

Mar 

Apr 

CALLS - 
May 

Jun 

Mer 

Apr 

PUTS — 
May 

Jun 

10350 

087 

639 

0X8 

0.06 

616 

1X0 

1X7 

1.47 

10400 

0.12 

0X3 

0.47 

0.67 

0.41 

184 

188 

1.78 

10450 

0.03 

0.13 

083 

081 

0X2 

1.74 

1.94 

2.12 

EsL vol. total, Cato 31/28 Pub 29922. Pttwtoun day's open toL. Q*» 229999 Pies 27BSW 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(LFFE)' Lira 200m lOOtfa of 100H = 

Open Sett price Change High Lew EsL voi open «L 
Mar 130-85 129.67 -1X0 131.03 129.45 107712 12OB07 

Jun 130X0 129X2 -1.01 130X0 128X0 4214 16840 

■ ITAUAN GOVT. BOND (BTf 1 ) FUTURES OPTIONS (LtfVE) Lro200m 1 0QIto of 1Q0% 


Strike 

Prioa 

Mar 

■ CALLS 

Jun 

Mar 

■ PUTS 

Jun 

12950 

0.46 

1.73 

0X9 

2X1 

13000 

0.19 

1.45 

082 

2A3 

13050 

0.06 

1X1 

669 

2X9 


EsL vot. tom, Cato 9888 PUB 10823. PlWnouS open hi. CalU 146747 PUB 154932 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 

Open Sett price Change Hgh Low Em. voL Open InL 

Mar 114.86 113.98 -O.B1 114X2 11195 116/20 66X30 

Jun 114.79 114.06 -0.57 114X5 114.16 4.701 Z710 

UK 

■ NOTIONAL UK GILT FUTURES (UFFE)- £50X00 32nds of 1009* 

Open Sett price Change High Lav Est- vd Open hi 

Mar 113-14 113-18 +0-10 114-05 113-14 91143 198826 

Jun 113-04 113-03 +0-10 113-19 1134)4 949 12962 

■ LONG GILT FUTURES OPTIONS (UFFE) £50,000 64tha of 10096 


Strike 

Price 

Mar 

Apr 

CALLS - 
May 

Jun 

Mar 

Apr 

PUTS — 
May 

Jun 

113 

0-45 

1-03 

1-37 

1-57 

0-09 

0-61 

1-81 

i-5i 

114 

0-12 

0-40 

1-07 

1-26 

0-10 

1-34 

2-01 

2-20 

115 

0-02 

0-21 

0-49 

1-02 

1-30 

2-15 

2-43 

2-60 

Em. vot, wad Ccto BOSS PUW 422& Previous day’s span «. Cato 99911 Put! 3*000 


Ecu 

■ ECU BOND FUTURES (MATTF) ECU 100X00 


Open Settprice Change High 

98X4 96X6 +0X8 98X6 


Low Est vol. Open tnt 
9a 52 1,325 5X89 


US 

■ US TREASURY BOND FUTURES 1CBT) S10Q.Q00 32nd8 Of 10096 

Open Sett price Change High Low Est voL Open ht 
Mar 114-07 114-00 +0-02 114-08 113-30 379.450 501.738 

Jwi 113-23 113-15 +0-01 113-25 113-15 6,634 43,683 

Sep 113-08 113-09 +0-08 113-09 113-03 1.055 10X27 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

(UFFE) YlOOm lOOtftS of 100W 



Open 

Sett price Change 

High 

Lew 

EsL vol 

Open irrt. 


Open Close 

Change High 

Low 

Eat vol 

Open Ird. 

Mar 

103.64 

103.71 

+613 

104.04 

103.57 

219164 

245500 

Mar 

126.11 

126.14 

126.07 

2327 

n/a 

Jun 

102X3 

102X9 

+0.13 

103X0 

102.83 

12916 

26884 

Jun 

124.66 

124.72 

124.66 

1337 

n/a 









* UFFE fcituas also traded an APT. AS Open interest Dps. are tor previous day. 
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Dollar weakens on profit taking 



MARKETS REPORT 


By Wolfgang MOnchau 

The T7S-dollax yesterday 
halted Its rise against the 
D-Mark, though not before 
breaking through the DM2.70 
level first Currency analysts 
said the sudden change of 
mood was due to profit tak- 
ing. and should not deflect 
from the dollar's fundamen- 
tal strengths - or rather the 
D-Mark’s weakness. 

In London, the dollar 
ended down 0.8 pfennigs at 
1.6914, having intermittently 
touched DML7050 in earlier 
Asian and European trading. 

Yesterday was generally a 
day of D-Mark strength 
against currencies both 
inside and outside Europe's 
exchange-rate mechanism. 
The German currency 
gained most against sterling, 
helped by expectations that 
UK interest rates would not 
rise until the s ummer ster- 
ling closed at DM2.7087, 
down by 3.8 pfennigs. Ster- 


ling also weakened against 
the dollar, closing at SL6015, 
down by 1.5 cents. 

The D-Mark rose strongly 
against the Italian lira 
because of the latest uncer- 
tainties over Italy's pros- 
pects of meeting the Maas- 
tricht Treaty’s criteria for 
the single European cur- 
rency. The Italian currency 
fell through its central L990 
parity against the D-Mark, 
dosing at LS93.7, from L987.3 
the previous day. 

There was comparatively 
less action on the yen 
exchange rates. The dollar 
was slightly weaker against 
the Japanese currency, dos- 
ing at Y 124,100, down by 
Y0.34. 

■ Hardly a day goes by 
without a warning from 

■ P a i d fci Hew Yotfc 

Fab 18 -nasi-- - Prev. dose - 
£spot 1.6005 1.6220 

1 mtb 1.5996 1.6210 

3 ntiti 1-5775 1X1B9 

1 yr 1-5875 1.6080 


.somewhere inside the EU 
that Italy may not be fit to 
'-Join the first wave of coun- 
tries In the single European 
currency. A reported - and 
later denied - warning from 
Mr Alfons VerpLaetse, the 
Belgian central bank gover- 
nor, that the single currency 
might get off to a better start 
without Italy added to yes- 
terday's market sentiment 
about the Italian currency. 

Italy's chances of meeting 
the Maastricht deficit crite- 
rion - or rather the chances 
of approaching that target - 
will depend crucially on the 
Italian government’s ability 
to force through a mini-bud- 
get, which would result in a 
tightening of fiscal policy. 
■ Mr Romano Prodi, the Ital- 
ian prime minister, said that 
a mini-budget was “very 
probable”. But it is uncer- 
tain whether be can find a 
parliamentary majority for 
further tightening, and 
whether Italy’s EU-partners 
would accept a last-minute 
tax increase as sufficient 
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proof of Italy's commitment 
to fiscal stability. 

Meanwhile, a reported - 
and also denied - comment 
by Mr Prodi that Germany 
may be in danger of missing 
the Maastricht criteria pro- 
vided some enter tainm ent in 
the currency markets but 
fundamentally foiled to doit 
the market's increasingly 
dim view of the lira -D-Mark 
exchange rate. 


■ In the UK, the sterling 
September futures contract 
was up by 8 basis points at 
93.37 in late afternoon trad- 
ing, as the markets further 
ruled out the prospect of a 
near-term rise in British 
Interest rates. 

Mr Tony Norfield, London- 
based currency economist at 
ABN Amro, said that yester- 
day's strong figures showing 
a larger than expected UK 
public sector debt repayment 
and the previous night’s fail- 
ure of a vote of censure in 
the British parliament 
against a senior member of 
the government added to the 
mar kets* optimism. 

He said “the vote makes it 
seem less likely that Labour 
is going to challenge the gov- 
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"The market now thinks 
that John Major will get his 
May election date. Is there 
going to be an interest rate 
rise before May? Of course 
not. will the governor [of the 
Bank of England] jump on a 
new labour government? Of 
course not.” 

The vote has thus length- 
ened the expected time hori- 
zon of the present level of 
base rates. 

■ Currency strategists inter- 
preted yesterday’s D-Mark 
strength as strictly tempo- 
rary, and seemed to discount 
the chances of a sustained 
rise in the German currency 
in the near term. 

To get a change in market 
sentiment it would take a 
new set of data pointing 
towards economic recovery 
in Germany. 

Without such data, the 
Bundesbank is in no position 
to raise interest rates and 
thereby support the D-Mark 
exchange rate. 
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nribrence bm*e a item each worMng day. The banks are: Banker, Trust. Bonk of Tokyo 

MtsubWs. Braetava and Nadar* Wea ti nki fflw . 

Mid non are rtcran tor the oonnaBc Money tfaBaa. U3S CDs. ECU & BOH tanked Deposes {Doj. 

EURO CURRENCY INTEREST RATES 

Feb 18 Short 7 days One Three su One 

term notice month months months year 


Belgian Franc 3ft - 2^ 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft -3ft 3ft - 3ft 

Danish Krone 3ft - 3ft 3ft - 3j! 3ft r 3ft 3ft - 3ft 3ft - 3is 3ft - 

German Mark 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft - 28 3ft - 2JS 3ft -3ft 

Dutch GUkler 3 - 2ft 3 - 2ft 2J1 - 3 - 2ft 3ft - 2\l 3ft - 3ft 

French Franc 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft - 3ft 

Portuguese Eat 6ft . 6ft 8ft - 8ft 6ft - 8ft 6ft - 6ft 5$S - Sft 5fi - 5ft 

Spanish Peseta Btf-SH 6Ji - 8ft 5ft - 6ft 6ft -5K 5ji - 5J3 5ft - 5» 
Storing 5ft - Sft Bft - 6 6ft - Sfi 6ft - 6ft 6ft -6ft 6& - 5ft 

Sme Franc ift - ift ift - ift iJ3 - ii5 Hi - Hi ill - Hi i» ■ Hi 

Canadian Dollar 3ft -&» 3ft - 2ft 3ft - 2ft 3ft - 3ft 3ft - 3ft 3ft - 313 

US Dote 5ft - 5ft 5«-5ft 5,5 -5ft Sj£ - 6ft flU - 5ft 5ft - 6ft 

ttaSan Ura B - 7 7ft . 7ji 7ft - 7ft 7JJ - 7ft 7ft - 7ft - 6ft 

Japanese Yen II • ft ft - ft B - ft ft - ft ft - 13 ft - ft 

Asian SSing 3 - 2ft 2ft - 2ft Eft - 2ft 3 - 2ft 3ft - 212 3ft - 3ft 

Short terra mas are call tor me US Dote and Yen, otberc: two days' notice 
■ THREE MONTH MBOR FUTURES (MATFjParfc Interbank offered rate 


POUND SPOT FORWARD AGAINST THE POUNt 



Open 

Sett price Change 

High 

Low 

Est. voi Open mt 

Mar 

9870 

96.69 

-0.01 

96.71 

9869 

6.788 

63.999 

Jui 

96.75 

96.73 

-0.02 

96 76 

9873 

9.933 

48306 

Sep 

9873 

9871 

-032 

96.74 

96.71 

3376 

35.987 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


■ THREE MONTH EURO MARK FUTURES (UFFET DMIm paints of 100K 


Owing Change Btd/bffar 
mid-point an oby spread 


Day"* HU 
Ugh low 


One month Three 

Rate MPA Rate 


months One year Bank of 
MPA Rata %PA Eng. Mm 


Casing Change Bkt/oHer 

iratJ-fwiri on day spread 


Day's add 
high low 


One month Throe months One year Morgan 
Rate %PA Rate MPA Rare MPA mete 


Italy 

Luxembourg 


(FM) 8.0630 -0.0731 551 - 708 &2000 80540 


(D») 4^5.038 -4.727 825 - 251 430471 424.804 - - - - - - 

m 1.0243 -0.0016 233 -253 1.0301 1-0230 1-024 04 1J223 0.5 1.0155 08 

01 2BBZJX3 -X31 852-453 2717.42 268542 2685-28 -1.4 2697.63 -OS 2685.78 02 

(LF0 55JM48 -08006 668 - 627 588460 5545B0 55JB8B 2.7 555246 2& 548296 2.6 

(FQ 3-0410 -0.0429 389 - 430 30824 30365 30332 3.1 30177 3.1 20442 3-2 

[NKi) 100225 -00968 133 - 316 100475 100123 1001 14 10.79 10 10085 10 

(Es) 272089 -3499 234 - 564 276085 271454 272084 -00 272064 -00 

(Pta) 229035 -2.752 423 - 647 233011 229415 229035 00 229015 04 22602 1.1 

{SKr) 110138 -00912 041 -235 120374 110035 110948 10 110503 2.1 11.6406 20 

(SFr) 20606 -0033 591 - 621 24005 20575 20525 4.1 20373 30 20658 4.0 


2.7 

18-9632 

2.1 

- 

- 

103.8 

Austria 

(Seri) 

11.9033 

-0X569 Oil - 055 

113960 

•113009 

11X886 

IX 

11X433 

2.0 

11X483 

2.1 103X 

Z7 

553248 

ZB 

543288 

2£ 

103.7 

Belgium 

(BFr) 

343140 

-0.166 950 - 330 

35.1800 

34X850 

34X54 

2.1 

34.7365 

2.1 

34.1865 

2.1 103.6 

23 

10.2639 

23 

10.105 

23 

1087 

Denmarit 

PKr) 

84592 

-0X196 582 - 602 

6X009 

64516 

64503 

1.7 

84310 

1.7 

63502 

1.7 105.1 

- 

- 

- 

- 

- 

833 

Finland 

FM) 

5.0347 

+0X023 313 - 380 

5X741 

5X303 

5X259 

2.1 

5X072 

23 

4X247 

22 832 

2.7 

93631 

2.7 

B3783 

23 

1086 

France 

fPFr) 

5-7106 

-0X237 032 - 120 

87522 

5.7068 

5.7023 

IX 

5X843 

IX 

5X086 

IX 1080 

ZB 

2.6889 

23 

2X241 

81 

1053 

Germany 

(DM) 

1X914 

-0X081 911 - 916 

1.7050 

1X902 

1X665 

Z1 

1X825 

2.1 

1.6578 

2.0 1043 

- 

- 

- 

- 

- 

663 

Greece 

(Dr) 

265.400 

-0.42 350 - 450 

267300 

265.230 


-7X 

269X25 

-62 

280X5 

-5.7 685 

04 

1X23 

05 

1.0165 

OX 

102-5 

Ireland 

m 

1X635 

-0X124 625 - 645 

1X787 

1X603 

1X63 

03 

1X627 

02 

1X598 

02 


:: s m . 

NethertencB 

P) 

3X410 

-0.0429 389 - 430 

• 

Norway 

(NKi) 

10X225 

-0X956 133 - 316 


Portugal 

(Es) 

272399 

-3499 234-564 


Spain 

(Pta) 

229X35 

-2.752 423 - 647 


Sweden 

(SKr) 

113138 

-0X912 041 -235 

. ^ 

Swflzartand 

(SFr) 

22808 

-0X33 591 -821 

»k- . 

UK 

W 

. 

. 

•r •». 

Ecu 

- 

13977 

-0X149 962 - 991 

-..v 

SDRf 

- 

1.164500 

. 

1 

Americas 

Aiganttna 

(Paso) 

1.6013 

-80152 007 - 018 

•’j-f 1 

Brazl 

PS) 

1X801 

-0X154 794-808 

•rt- 

Canada 

(CS) 

2.1730 

-0X129 7TB - 741 

>> 

Mexico (New Peso) 

12.4901 

-0X721 782 - 020 

USA 

(£) 

1.6015 

-0X153 010-020 


Pactllc/Mddto East/ Africa 



14162 10954 10858 1.7 10913 10 10899 20 


Italy (LJ 168004 *309 990 - 196 168740 1678.70 1663.67 -2.0 168604 -14 1887.72 -0.4 760 

Luxemboug (LFr) 340140 -0.106 950 - 330 35.1600 340650 34054 2.1 34.726S 2.1 34.1865 2.1 103.6 

NettKftanda (FT) 10988 -00087 981 - 995 10136 1.8978 1095 2.4 1087 20 10515 20 1030 

Norway (NKr) 6.7577 +0004 541 - 613 6.7908 5.7370 6.7538 0.7 6.7483 0.6 6.7227 DO 1020 

Portugal lEs) 170090 -006 040 ■ 140 171.170 169020 170095 -14 17008 -10 171065 -0.7 9SO 

Spain (Pta) 143025 -005 300 - 350 144070 143070 143423 -00 143434 -00 142.655 00 77.7 

Sweden (SKr) 74382 +0.0138 354 - 429 7.4604 74125 74364 DO 74265 0.7 70732 00 86.6 

Switzerland (SFr) 1.4740 -00065 735 - 745 1.4657 1.4724 1.4702 3.1 14624 32 1.4085 30 102.1 

UK (£) 1.6015 -00153 010 - 020 1.6175 10989 10005 0.7 10S8S 0.7 10688 06 87.4 

Ecu - 1.1459 +00014 450 - 4S7 1.1470 1.1399 1.1472 -14 1.1503 -lO 1.1668 -IS 

SORT 
America* 

Argentina 
Brazl 
Canada 


ZB 2J0B8 30 663 



■ TWEE MONTH EURO SWISS HUMC FUTURES IUFFE) SFrlm pomts d 100W 


(Peso) 0.9999 - 998 - 999 05989 0,9988 . - - ... 

(R£) 1-0491 +0,0004 490 - 492 10493 10489 - - - - 

(C$) 13569 +a0046 566 - 571 135 00 13520 13545 2.1 13495 22 1322 2.6 860 



Open 

Sett price Change 

High 

Low 

Est. vol 

Open JnL 

Mar 

98.28 

9937 

. 

9628 

9834 

4777 

29S28 

Jun 

9639 

9833 

+0X3 

98.33 

9827 

5546 

35451 

Sep 

9832 

9834 

+0.03 

9824 

96.18 

1628 

13910 

Dec 

98.D4 

9806 

+0.03 

9806 

97.99 

835 

10059 


0.7 1.5888 DO 104.1 


5.6 187046 50 1220 


AustraSa (AS) 20925 -0.0156 912 - 938 2.1127 20695 20838 -0.7 20945 -04 20941 -0.1 96.1 

Hong Kang (HKS) 124116 -0.1177 068 - 163 120945 123923 124043 0.7 123904 0.7 123259 0.7 

Inda (Fta) 57.4779 -00586 119 - 438 580520 574020 - - ... 

Israel (ShfcJ 53674 -00488 600 - 747 34192 53590 - - - ... 

Japan (Y) 183746 -2442 604 - 888 201.620 196000 197016 50 195061 5.6 187046 50 1220 

Malaysia (MS) 30822 -00419 BUI - 842 40349 39765 - - - ... 

New Zealand (NZS) 23226 -00088 210-241 23449 23183 23293 -30 23386 -20 23595 -1.6 1153 

Philippines (Peso) 42.1835 -0413 223 - 447 420560 42.1204 - - ... 

Saudi Arabia (SR) 60084 -00573 042 - 065 80661 50968 - - ... 

Singapore (SS) 23846 -0-0064 030 - 861 23035 22616 - - - ... 

South Africa (R) 7.1435 +00079 389 - 481 72007 70993 - - ... 

South Korae (Won) 1394.11 -26.79 967 - 655 1430.16 138609 - - - ... 

Taiwan (IS) 442735 -03191 lOfi - 273 44.7071 442016 - - - ... 

Thadand {BO 413471 -03097 940 - 0 01 421520 413670 - - - 

t Ratos lor FW> 14 . BkVote opnadi h ttw ftiuwj Spot odile dww on^ a» hit ttree dKdmgl dew* Fbnwtd raao am ne* draedy qutxad n the irarita 
but m impted by curare imarea nn*. 3tu*ig lnd» oetaeaaO by the Bank ol Enghnd. Ban nerage 1990 - 100. Met rebamd 1/2195. Bid. Ote art 
Md+atas h bom Sib md ttw Dote Spot UtriBS dnfwd Irara 1HE WM/BEJTERS CLOSNQ SPOT RATES. Soow wkiai are raitfri by the F T. 


are net draedy quoad *> ttw imkai 
Max rabaaad 1/2/95. BxL Ote and 
das at laMorf by the F T. 


MadcO (New Peso) 7.7990 +0.029 940 - 040 7 3050 7.7930 7017 -182 8.1B35 -19.7 9044 -160 

USA (5) ........ 1043 

PacMc/Mdda Eaet/Africa 

Auetraia (AS) 13066 +OOOZ7 062 - 070 13073 13058 13061 -13 131 -10 13155 -0.7 97.7 

Hong Kong (HKS) 7.7500 +00003 495 - 505 7.7510 7.7490 7.7499 DO 7.7504 OO 7.7615 -0.1 

India (Fta) 353900 -0007 600 - 200 353300 353500 30.105 -72 38365 -73 ... 

Israel (Shk) 33515 +00008 479 - 550 33577 33460 - - - ... 

Japan (V) 124.100 -034 050 -150 124.710 123320 123325 43 12232 43 11642 4 6 1223 

Malaysia (MS) 2.4865 -0.0025 860 - 870 2.4959 2^1855 2.4833 -1.4 24947 -13 2316 -13 

New Zealand (NZS) 14502 +00081 497 -507 14509 1.4495 14557 -43 146 -2.7 14915 +23 

Phappines (Pqgo) 263400 -0007 100 - 700 263700 263100 - - ... 

Saudi Arabia (SR) 3.7505 - 503 - 506 3.7507 3.7502 3.7508 -0.1 3.7512 -0-1 3.7531 -0.1 

Skxjapore PS) 14265 +00082 260-270 1.4273 14190 1.4244 13 14198 13 13885 20 

SoUfi Africa (Ft) 44805 +0047 590 - 620 44850 44000 43012 -103 43762 -104 4391 -9.7 

South Korea (Won) 870300 -93 000 - 000 885000 867300 - - - ... 

Taiwan (TS) 27.6450 +0064 200 - 700 273700 273980 27.6451 DO 27.6453 OO ... 

ThatarxJ fflt) 260050 -007 800-300 200000 250780 26095 -43 263625 -4.0 260 -3.4 . 

t SDR rata par E to Feb 14. Ektfoifar spreads in the Dote Spot table show arty the tent three dedmrt pieces, toward ratal am not tteedy 
quoted *9 the nwrtat but am bnpflad by curant Merest tea*. UK. kotand 4 ECU are quoted m US curency. JR. Mtagon noraXyd Mom Feb 
14: Bose average 1990=100. 


■ THREE MONTH EUROYEN FUTURES flJFFE) YlOOm potntE of 100% 


Open Sen price Change High Low EsL voi Open bit 


Mar 

BS46 99.46 

. 

99.46 

9946 

100 

a/a 

Jun 

99.44 

- 

. 

- 

0 

n/a 

Sep 

99.37 

- 


- 

0 

n/a 


■ THREE MONTH ECU FUTURES JUFF^l Eeulm pohns of 10094 



Open 

Sott price Change 

High 

Low 

Est. vd 

Open hit. 

Mar 

9894 

95X0 

-0.03 

95X4 

9890 

694 

10770 

Jun 

96.02 

95.98 

-0X3 

96X3 

95X8 

5X9 

5838 

Sep 

9803 

95.96 

-0X4 

86.03 

95.99 

240 

4126 

Dec 

9898 

9893 

-0.04 

95.99 

95.93 

62 

4781 


- UFFE hauwa also traded on APT 

■ BUROURA OPTIONS IUFFE) LI 000m points of 100% 


Strike 

Price 

Mar 

- CALLS “ 
Jun 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

9275 

0.13 

0X4 

0.97 

0.07 

0.08 

0.11 

9300 

0.03 

0.45 

0.77 

032 

0.14 

0.16 

0325 

0X1 

039 

0.59 

045 

033 

033 


Eat. vdL ate, CMa 2040i Puis 1220. Ptavtoua day's open let, Catfc 140167 Puts Brian 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Feb 18 BFr DKr FFt 


Belgium (BFt) 100 ia49 163 

Denmark (DKr) 5437 10 634 

France (FFf) 01.13 1131 10 

Germany (DM) 20.64 3317 3.37 

Ireland (1£) 54.60 10.10 8.83 

ttrty (U 2.077 0.384 0.34 

Netherianda (Ffl 1839 3400 330 

Norway (NKr) 51.67 9-556 a45 

Portugal (Es) 20.52 3-796 335 

Spafri (Pta} 24.38 4.505 3.98 

Sweden (SKr) 4634 8.682 7.679 ZZ75 0360 

Switzerland (SFr) 2338 4380 3374 1.147 0.434 

UK (Q 55.91 1034 9.14 

Canada (C$) 25.73 4.7S8 430 

US (S) 34.90 6.454 5.70 

Japan (Y) 28.14 5304 4.60 

Ecu 39.99 7.396 S34i 

Danish Knm, French Franc. Namegbn Kronor, m 


BFr 

DKr 

FFr 

XM 

K 

(BFi) 100 

1848 

16X6 

4X45 

1X32 

(DKr) 54X7 

10 

8X45 

2X20 

0X00 

(FFf) 81.13 

11X1 

10 

2.962 

1.120 

(DM) 20.64 

3.817 

3.378 

1 

0X78 

(IE) 54.60 

10.10 

8832 

2-646 

1 

(U 2X77 

0.384 

0.340 

0.101 

0X38 

(Ffl 18X9 

3400 

Ttyw 

0X91 

0X37 

(NKr) 51.67 

9X56 

8453 

2X04 

0X46 

(Es) 2852 

8796 

3X58 

0X94 

0X7B 

(Pta} 24.38 

4.505 

3.685 

1.180 

0446 





- 




NKr 

Es 

Pie 

SKr 

SFr 

E 

CS 


4315 5439 1935 4673 

2603 2.941 10.46 2834 

2943 3325 1 133 2973 

993.7 1.123 3394 100.6 

2629 2370 10.57 2683 

100. 0.113 0402 10.12 


(Q 55.91 1034 9.146 

(CS* 25.73 4.758 4309 
(S) 34.90 6.454 5.709 

(Y) 28.14 5-204 4.603 

39.99 7.396 6342 

French Franc. Narnegtan Kroner, md 


2-709 1.024 

1347 047T 

1391 0339 

1-363 0315 
1.938 a 732 


885.2 1 

2488 2.811 

9883 1.118 

1173 IX 3 
2260 2353 

1140 1388 

2692 3.041 

1239 1399 

1680 1398 

1355 1330 

1926 2.175 

• 10; Belgian Franc. 


3.558 8938 
10 2513 

3.972 100. 

4.715 1187 

9.085 228.7 

4.583 1154 

1032 272.4 

4379 1254 

8.754 1703 

5445 137.1 

7.740 7843 

Yea Escudo, Lira i 


■ D-MARK FUTURES (IMMQ DM 125.000 per DM ■ ■*< 


Open LatBBl Change High Low Est voi Open hL 
Mar 03919 03699 -00040 03927 03675 18397 90478 Mar 

Jun 0.59S2 03935 -00038 03958 0.5900 346 3914 Ji*i 

Sep - 03965 -00045 - 05985 187 2383 Sep 


ESRYEH FUTURES. (JMM) Yen 123 par Yen 100 


Open Larest Change High Low Est. voi Open inL 

03060 0.8088 +00008 08094 0.8048 13.718 78313 

03130 03191 +00006 0.8191 03130 612 3.718 

03302 - - 03282 70 674 



0.6830 

0X788 

-Q-006S 

0X831 

0.6749 

13X82 

47X03 

0.6890 

0X849 

-0X058 

0.6890 

0X810 

180 

3,151 


0X910 

"" 

* 

0.6910 

5 

1X63 


UK INTEREST RATES 


Interbank Stwfcig 6ft - 5 6ft - 5^ 5ft • B - 6ft 6ft - 6ft - 6,* 
Sterling COs - - 6ft-6i6ft-9A8ft-8ft6ft-6ft 

Treasury EBSs - - 5}i-5ft5ft-5H - 

. - 5B-5ft 8-sa 6ft -6ft - 

Local amhority depo. 6ft - 5(2 6iV-6ft 6ft - Bft 6ft - 6ft 6ft-6j* 6ft - 6ft 

Discount Market daps 6ft - 5ft 6 - 5g 

UK ttartti bank base lendhig ms 6 per cant from Octobw 30, 1996 

Up w 1 1-3 3-6 6-9 9-12 

month month months monthe months 


Mar 1 

Jun 1 

Sep 

EMS EUI 

Fta 18 

.6202 i.e 

.6110 IS 
1J 

ROPEAI 

Ecu can. 

016 -0.02 
>970 -0.02 
>940 

« CURR 

Rata 

16 1X218 
12 1X110 

ENCY Ul 

Change 

1X984 

1X962 

1.5940 

MIT RA 

% +/- from 


53,994 

2.732 

1,059 

i Div. 

Finland 

Portugal 

fretand 


against Ecu 

5X0749 

198295 

0.732668 

+0X1602 

-0.067 

+0.002873 

-0.80 

-OJ56 

-8X7 

2X8 

2-65 

1127 

5 

4 

56 

Spain 

163X26 

165.445 

+0X5 

899 

1X7 



2.16979 

2.18273 

-0X0188 

1X6 

1.01 

-8 

Rely 

190848 

193X08 

+2.68 

1.40 

0X7 

-10 

Denmark 

7.34555 

7-44938 

-0X0339 

1.42 

0.64 

-10 

Germany 

1X2573 

1.95320 

-0.00195 

140 

0.64 

-14 


13X465 

13.7452 

-0X142 

1-45 

0X1 



39.7191 

40.3110 

-0.0308 

1.49 

0X7 

-11 

France 845863 

NON ERM MEMBERS 

858253 

-0.00445 

2.07 

800 

-17 


295268 

305.731 

-0.097 

3X4 

-142 

- 

UK 

0.793103 

0.714871 

+0X02842 

-9.86 

13X4 

- 


nsteenca rrte tor period Jan 1. 1997 to Jan 31. 1997,Schemeo IV & V G409pc. Fnwice 
House Base toe 6*apc hora Feb 1. 1997 


Ecu ctwral rataa aat by the European Ccmnawon. Cmendee are in descen ang rdadw iriratiQ ^ 

PaittaaaBeelaa'^areta'BMapoeMiadianBateirt^wtearirMqjDJ^areertea^ierrfo 

bareeai tweapwatte the paroaraaga ttarenca bawean the actual martat ad Ecu conn a rate he a 
curanny. and te imlnun parnlttd Docemage derietaw ol the aaranert maiw rsawani ts tcu 
cwanN owl 17/90E Sweng areperete Wn BM. Artuaraare cakariated by fee FirmU Rmra. 


re wraa; aamil STBWJHa FUTURES (UFFE) £500300 points ol 100% I ■ PtsLADSJHOA SC E/S OPTIOttS E31 ,250 (cents per ptxmd) 


Ugh 

Low 

Esl vot Open W. 

03.74 

93.72 

16659 

102395 

93X8 

93.52 

33285 

118210 

SX42 

93X4 

33190 

85901 

93X1 

9X22 

21265 

57143 

93X3 

93.14 

6261 

38455 


ura- 93.73 93.72 +002 93.74 93.72 1669 

jun 9332 9334 +007 9338 93.52 3328 

Sep 9334 93-38 +0.09 9342 9334 3319 

ai 9025 +009 9331 9322 2126 

Mar 93.14 93.16 +OD9 9333 93.14 6261 

Mae orated on APT. A1 Open mureat flga. ant for prewoua day. 

■ auanTMHBJIO OPTIONS (LJFTE) £500.000 ponta ot 100% 


3375 a 04 0D6 U-UO ujj» w-t. 

Zm 0 002 0.03 028 048 0.65 

Esl vaL tataL CMs 1SS49 Puts 16558 Preakwi op an hu Cafe 13SS85 Pure 16«72f 


base lending rates 


Adam&CompeiTy BJ» 
A*sd ten Bank fG0) 6 JX> 
•Henry Ansbachor 630 
Bark cl Baroda 6.00 
Banco aatoo Vizcaya BJJO 
Bank ol Cyprus 600 

Bor* at Ireland 600 

Bank al tela 630 

Bank ol Scottand 600 

Barclays Bank 600 

Brit EDf d Mb East 8.00 
•Broan Shipley 8 Co Lit 600 
CUbankNA 8J» 

CJjdwdatoBar* 6.00 
Tte Coopetatwe Banl&OO 
Cortn 8 Co 800 

Cypns Popular Bar* 800 


Duncan Lawfle 800 
Ewnor Bank United 7X0 
Rnarwal & Gen Bar* 7X0 
•Robert Ftamlng & Co800 
•Gumese Mahon BXO 
HaD* Bank AG Zunch 6.03 
•Hambros Bar* 800 
FMttae & Gan hra BkXXO 
•HH Samuel 80 

C. Hoare & Co 8X0 
Hor<|kring& Shanghai 6.00 
hwsacSank(lK)liriR» 
Jufian Hodge Bank 800 
•UflpoHJoiaffiS Sens 800 
UoytfeBank BXO 

MtfandBarti 6X0 
NatWestewster 8X0 
•RaaBraihere 800 


RoydBkotScodsid 800 
•Saiger 6 Friedandar 800 
•Snrth 8 VMmrai Sees800 
Scottish Widaws Bank BXO 
TSB 800 

united Bank 0* KwaK. 800 
UnkyTmaBanKPfc 6X0 
Wastern Trust 800 

WateawayLadaif 8X0 

Yorkshire Bank 6X0 

• Members dUaxton 
bweamora Banking 
AmdBfiDn 
* hadrortarafion 


Strtie CALLS — 

Ppca Fta Mar Apr Feb Mar / 

1310 1-11 2-38 236 - 130 2 

1320 811 133 231 - 1-74 2 

1330 - 138 2.03 - 230 2 

Previous tray* wL Cdb &u Pub Sea . Prev. day's open Ire, Cate 35.106 Puts 32 X® 

N WUPELPHUk M P-—ARK/3 omOMS DM62.500 ($ per DM) 


Strike CALLS — ™TS 

plica Fta Mar Apr Fab Mar Apr 

O jfnf - 0.60 034 aiB 0.76 131 

0300 04S 0.72 0.88 136 135 

0306 - 029 033 130 141 1.58 

PreuteM dsyY vre. Cals iXBS>un 1.438 . Prev. day’s open M, Cali riaXTZPiaa 20.134 


■ TWdaE MONTH EURODOLLAR QMM) 9im points Of 100W 


Open urem Change High Low Est. voi Open mt 
Mar 9431 9432 +031 9433 9431 60384 390,776 

Jrei 9442 94.43 +032 9444 9441 118319 381300 

Sap 94.32 9433 +032 9434 9431 100,132 266338 

■ us TREASURY BULL FUTURES (IMM) Sim per100% 


Ml Open bearesi figs, are ter previous day 
■ EURO— ARK OPTIONS (LIFTS OMM1 points of 10096 


Era. voL «* Cta 7300 PUB 4551. “ 1B “ 

■ BIRO SWISS ntANfi OPTIONS (LiPFQ SFr 1m ptSrfa td 100% 


ESL mil total. Gets 1 Pub S 8 P«vIbu» tteyT open ht. Cato SfflO Pure ano 


INDOSUEZ HIGH YIELD BOND FUND 

Soctte d'ln w Minrmn a i Capital VoriaMc 

Kcgtarrol Office: 39, AWe Schcftcr 
UI520 Luxembourg 
JIC Ltucraboorg-a 4X963 


iv[*j i [•( re nil i ; 1 4.1 i r.i ;iy ii*jn :iri 


This is to tafonn the Shiueholdera of the INDOSUEZ HIGH YIELD BOND 
FUND Sicav (hat the Board of Directors’ Meeting held on February 12. 1997 
decided lo pay a dividend of USD 5.50 per share to die holders of 
Distribution Shrucs- 

The shares will go « -dividend on February 18, 1997 and the payment of ihe 
dividend win be carried «jr on February 25, 1997. 

The Board of Director* 




Cheung Kong 
Finance 
China Limited 

( mcerpnBferf n Ac Ccjmoa (danb 
reliM&M tyt 

U3. $350,000^00 
Ijxhanpj abte Go Mantipe d 

Floadne Kate Note 
doe 1999 
gua r ante ed by 
ChetatgKoag 
(Holdings) Limited 
(la co rp araM d lit Hongton 
■itfi baaed Mdk?) 

anri Jafllllfi|]l »H f him IlhaiTa pf 

Cheung Kong 
Hoh H ng a (Qrina) Limited 

OrxaTpmBalm HmgKorq 
waki Lnud ha titi j) 

Nodes is hereby given that for (he 
lorensr ftriod J8*b Fehnury. 1997 
do 19th May. IW, the Notes will 
cany a Rare of Inttret of 5X9609 
per cent, per annum. The Interest 
Amount pet US. $25 0M0 More 
win be Ui $3,74736 payable on 
19* May. 1997. 

LlMoadn'Ij MH it nm * 1 1114 L -liw a t 


HYPDiBANK 


Bayeriscbe Hypotheken-und 
Wecftsd-Bank 

Aktiengesefls chaft 

US$150,000,000 
Subordinated Collared 
Floating Rate Notes 2003 

Notice is hereby ^ven that 
the notes niU bear interest 
at 5.30469% per annum from 
19 February 1997 to 19 August 
1997. Interest payable on 

JSAugasr 1997 wW amount 

to US$13335 per USS5. 000 
note 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


A IMQI E EVENT FOR Al l. FIXED 
INCOME PROFESSIONALS 

I.-:;;’ ; ; >ii\! v: it i'. : \s: I.* ivi.\i .t 

;i : ,.,4 (0) i"i _ "9 NV)-t 1 AX: -H i (il) 1"] T‘9 





There isn't one. That’s die way 

I we’ve been doing business for 30 
yeary-provuim^ oufefcwdiqg 
service at outstanding rates. 

1 1. We're literally within arm’s reach 
of many active trading pits-around 
the world, 24 hours a day. And in 

I markets where flash fills are possi- 
ble, up to 90% of our market orders 
are executed and confirmed with 

I just one phone call 

2. We're specialized. Lind-Waldock 
is the world’s largest futures-oniy 

I brokerage firm. With owr 23,000 
customers worldwide, we have 
built-in efficiencies that large 
volume provides, and pass die 


3. You're your own broker. No 
commissioned broker wiD call you 
with trading recommendations. 

We give you the information you 
need. Kie our exclusive “Intro- 


Poacode: 

Itie. no (optional); 


ta te Mpra batrt ad eanq eL b i u, iadn 
talhteflMfa* 

naimso h mam n- ( bdeo ■ iodoi ■ » m 


Account" padoge. You make 
your own trading decisions 
and save 50-70% offfaJJ- 
commisaon firms. 

Call and find out for 
yourself why Ltref-Ufoldocfc 


•FUTURES & OPTIONS 
ON FUTURES 


i5-‘25 


Round-turn, including 
cvchangc* t'ccs. Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 


0800-262472 auu 

Belgium; 0 800-18444 
Cennanjr 0130-618100 
France: (6 00 9083 43 
Switzerland 08 005583 36 
Denmark: 80-01-76- 55 
Netherlands 06022-7580 
Sweden: 020-793176 
Spain: 900984446 
Olhen ran 0)71-247-170], ■» 
dnqtes 

Fat 0171 -2582413 


DfeaMsmrteflfflto 




a-UOtawllM. 

UateKITWr 


UnD-HUDOCK 8e COMPANY 


The Euromoney International 
Bond Congress 

QEII Conference Cento 

Lead Spoutm: 

Key speafeon tactada: 

BZW 

Eddie George 

Canmaenhanb/VkiodCoatmert 

Governor 
W— fc ftfPngfand 

Deatadw Morgaa GreafcD 


terffllfncii 

Mhristty oCEoMway, Aigcntlsa 

Sobmia fouAecs 

Jeffrey Sadis 

Director 

IBSUmtoed 

Harvard Iastitnte for 

Brk^e Information Spams lac. 

latouatlottal Devdopsienl 


Notice of Redemption 

London International Group pic 

tthe-teauar”) 

£80,000,000 4Ya% Convertible Bonds Due 2002 
(the “Bonds'! 

cortvertibis into Ordinary Shares of a nominal value 
of lOp each of London International Group pic 

NOTICE IS HEREBY GIVEN that En accordance with Condition 7 (b) 
(ES) of the Bonds, the Issuer wffl redeem aB outstanding Bonds on 
25th Mach. 1997, at par together with a payment of supplemental 
Interest equal to 55.09 per cent of the principal amount- The Bonds 
must be surrendered together with an unmatured Coupons 
appertaining (hereto. Payments of principal, premium (jf any}, Interest 
and supplemented interest wfll be made against surrender of Ihe 
relevant Bonds and Coupons at the specified office of any of the Paying 
and Conversion Agents fisted below. 

Bonds and Coupons wB become void unless presented tor payment 
within periods of ten years and five years respectively, from the 
Relevant Date as defined in Conrfitton 8 of the Bonds. 

RAYING AND CONVERSION AGENTS 

The Chase Manhattan Bs4t Banpue Bruxettes Lambert SA. 

Woolgate House. Coiaman Street 24 Avenue Mombt 
London, EC2P2HD B-105Q Brussels 

Chws Manhattan Lurentexig SA. The Chase Manhatun Bank 
5 Rue Plaetts S3 Rue du Rhone 

L-2338 LuxaTtJoug CH-1SJ4 Geneva 

1IMW 
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COMMODITIES AND AGRICULTURE 

Infrastructure investment could prevent big rises in oil prices, conference told 

Greater use of gas 
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urged for China 




.V, *xr • 

l t: '■ *£’■’ % 


-r-,i 


By Jonathan Arnetts 
in Tokyo 

Foreign investors were 
yesterday urged to plough 
money Into China’s natural 
gas infrastructure to help 
ease the country's depen- 
dance on coal and oil. 

Investment in the industry 
would bring global benefits, 
preventing big increases in 
world oil prices, said Dr Hoe- 
sung Lee, of the Korea 
Energy Economics Institute. 

Dr Lee told the Asia 
Pacific Energy Co-operation 
conference in Tokyo that 
China's energy usage was 
one of the most important 
issues facing Asia over the 
next 20 years. 

Increasing use of natural 
gas would ease pressure on 
the regional oil supply and 
demand imbalance. Failure 
to make the switch would 
result in upward pressure on 
global oil prices as local 
shortages worsened. It would 
also mean further environ- 
mental degradation and 
undermine regional stability. 

China is not represented at 
the two-day conference, in 
spite of the feet that it is a 


focus of attention. Partici- 
pants stressed the impor- 
tance of engaging the coun- 
try positively in a collective 
approach to the common 
problem of reducing depen- 
dence on fossil fuels while 
pursuing economic growth. 

To sustain its current level 
of growth, China will require 
energy supply to expand by 
about 4 per cent a year - 
four times the rate for indus- 
trialised countries. The 
country currently gets 80 per 
cent of its energy from coaL 

Dr Lee said the other key 
concern was expected rapid 
growth in nuclear generat- 
ing capacity in China. India. 
North Korea, Pakistan, the 
Philippines and Taiwan. 

He said an expected rise in 
nuclear capacity would 
require strict monitoring of 
safety standards of the 
nuclear operations and 
radioactive waste disposal. 
At present, no such mecha- 
nism exists. 

The conference also 
focused on privatisation and 
deregulation of power mar- 
kets in the Asia-Pacific 
region. Delegates were also 
told that recent reviews of 


regulations in California and 
Thailand had swollen the 
ranks of Japanese attendees 
at the conference. 

"This comes at an interest- 
ing time for Japan, because 
the issue of structural micro- 
reform of the domestic 
industry is under active dis- 
cussion at the moment,” said 
Mr Christopher Eves, an 
Australian lawyer and spe- 
cial counsel to the 1995 
APEC conference energy 

wo rking group. 

Mr Tokio Kanoh, manag- 
ing director of Tokyo Elec- 
tric Power and chairman of 
the London-based Uranium 
Institute, said he did not 
expect the conference to 
result in a pan-Asian energy 
treaty. But he stressed that 
reaching a consensus from 
the Asian point of view 
would be the most important 
achievement. “We should 
start to share the same 
atmosphere,” he explained. 

Mr Kanoh said he wanted 
to summarise the sympo- 
sium’s watchwords by the 
letters A, B and C. M We 
should step into the second 
stage, from agenda to action. 
B is for the move from 



bureaucracy to business 
involvement, and C from 
communication to collabora- 
tion in action.” he said. 

The conference - sup- 
ported by Japan's ministry 
of trade and industry and 
the foreign ministry - has 
attracted delegates from 


Japan, tha us, India, Indon- 
esia, Thailand and Soath 
Korea, Australia and 
Canada. 

They include policy- 
makers. academics, repre- 
sentatives of power genera- 
tors and distributors from 
both the private and state 


sectors, and leading fossil 
fuel exporting companies. 

It continues today with 
discussion of Asia-Pacific 
energy investment, the pros- 
pects for coal and gas trade, 
and energy-related environ- 
mental problems confronting 
the region. 


Five copper projects seen as ‘surefire winners’ 


By Kenneth Gooding, 

Mining Correspondent 

Only five out of 20 big new copper 
projects are. likely to be “surefire 
winners”, according to the CRU 
International consultancy. 

“With the current run of high 
copper prices likely to be nearing 
its end. raining companies and 
financier s need to look very care- 
fully at the economic and te chnic al 
viability of the projects they are 
involved in,” it warns. 

CRU points out that a prolonged 
period of high profitability In. the 
copper industry has given rise to 


COMMODITIES PRICES 


BASE METALS 




(Prices from Amalgamated Metal Trading) 
m ALUMINIUM, 99.7 PURITY (8 per tonne) 


Gash 3 rrtftia 

Close 1544,5-455 1578-79 

Previous 15323-335 15655-665 

Hltfi/tow 154&5/1548 1584/1573 

AM Official 1548-48.5 1581-815 

Kart) draw 1583-84 

Open btf. 255,680 

Total dajy turnover 70,413 

■ ALUWMQM ALLOYS per tonne) 

Close 15445-455 1500-05 

Previous 1455-65 1485-87 

tfigMow 1510/1490 

AM Official 1480-85 1508-10 

Kerb dose 1495-600 

Open lot. 5,733 

Totd daly tunorer 3,097 

■ LEAD (S per tome) 


15485/1548 1584/1573 
1548-485 1581-815 


Close 6515-25 880-1 

Previous 6485-475 655-56 

High/taw 647 681/655 

AM Official 846-47 656-56.5 

Kerb dose 657-8 

Open ML 38522 

Totel daily tunover 11,967 

■ NICKEL ($ per terra) 

Close 7800-10 7700-02 

PrBVRXS 767040 7788-69 

HlgMow 7780/7640 

AM Official 7635-45 7735-10 

Kerb dose 7650-55 

Open ML 48.856 

Total daly turnover 15011 

■ TIN ($ per tonne) 

Close 6010-20 6050-60 

Previous 5965-75 6015-20 

HSgMow 8065/8020 

AM Official 6020-30 8055-60 

Kerb dose 6065-70 

Open Mt 15.873 

Total daily furrow 8.418 

H zatC, special Mgh grade ($ per tarme) 

Close 11923-93.5 1215-16 

Previous 1183-94 1215-16 

Hlgh/low 1222/1212 

AM Official 1197-97.5 1218-19 

Kerb dose 1212-13 

Open Mt 89.816 

Total daiy tunover 30.737 

ffi COPPER, grade A ($ per tonne) 


an unprecedented number of cop- 
per mine projects under active 
consideration. 

The 20 projects CRU examined 
could account for nearly 3m tonnes 
a year of new copper production 
and total capital expenditure of 
more than JlSbn. 

“Remote locations and resultant 
high costs of infrastructure devel- 
opment mean that economies of 
scale must be maximised from an 
early stage of production to ensure 
adequate rates of return,” CRU 
says. 

“As a result, these projects have 
to accept higher levels of financial 


Precious Metals continued 

■ GOLD COMEX (100 Troy aw Vtroy oil) 


Salt Oil's Opes 

n K ^ _ m Ml— ■- |la| |_a 

pnee M sw i yn ivyu JUW UK 

Mi 3475 +1.1 348.7 3468 633 2709 

MV 347.5 +1.1 - - 5.433 65 

Apr 347.7 +18 3495 3480 34657 96802 

Jon 3487 +1.0 3508 3484 5,282 25526 

tag 3520 +15 3582 350.6 326 10510 

Oct 354 4 +1.0 3545 3535 18 5564 

T0U 43591 197.165 

M PLATBHJM NYMEX (SO Troy oz^ S/troy oz.) 

Apr 371.4 -86 3745 3882 2,161 19,765 

Jri 373.4 -05 377.0 3720 33 3592 

Oct 3755 -86 3795 3745 13 2407 

Jan 3775 -05 3815 3815 - 1,110 

TOW 2227 28574 

M PALLADIUM NYfrBC (100 Trey az, S/lroy oz.) 

Mar 137.00 +055 13950 135.75 1543 6.469 

Jon 13850 +050 14825 13725 1502 4.B40 

Sep 13950 +850 - 396 

Dae 14050 +050 - - 34 114 

Total 1502 11519 

H SILVER COflgX (5500 Troy ce, Gertalroy ozj 

Ml 520.7 -14 - - 5 5 

Mar 5215 -3.7 5255 5195 30,143 49.735 

Hay 526 4 -38 5305 5245 1596 25534 

Jd 5315 -17 5355 5295 668 9.957 

Sap 535.9 -17 5395 5335 127 3502 

Dee 5429 -3.7 548S 5405 437 5537 

TOW 33550 99526 


ENERGY 

M CRUDE OIL NYMEX (1500 barreb. S/barrel) 


Utest Day's 
price change Ugh Low Voi M 

w 2243 40.02 2255 2159 32520 48496 

r 2209 +O.06 222S 2156 26548 72517 

ty 21.75 4004 2152 21.31 6.7S3 405S 

n 21.40 -0.04 21.55 2155 3.943 37506 

I 21.15 -805 2155 2056 929 16596 

R 2896 -052 2056 20.73 263 16,007 

M 81590395565 

CRUDE OS- IPE (Sfomrri) 

Sab Bay's Qpea 

price change Mgh Law Yd M 

a 20.38 +0.05 20.62 2810 14,344 62584 

ly 20.13 4806 202B 1958 3825 27582 

a 1957 40,05 19.98 1864 917 19(302 

I 1866 t055 19.78 1846 1541 11,954 

ig 1051 +805 1957 19.40 770 4539 

p 1936 4054 1845 19.18 374 5588 

W 8533147526 

HEATING Ofl- MUSK <45500 US gNBL: COS gitV 

Latest Open 

price dang* Ugh Low M M 

M- 5055 -0.96 8050 5850 10536 30597 

r 5855 -0.48 5870 57.10 6512 25518 

nr 57.00 -058 5750 5800 1.770 9557 

d 5650 -833 58-50 5550 950 8530 

I 5840 -053 5640 55.60 1.100 8405 

>9 5870 -058 5870 56.00 417 3384 


Close 
Previous 
Hlgh/low 
AM Official 
Kerb dose 
Open ire. 

Total daSy turnover 


2350-61 2285-86 

2321-23 2265-66 

2356/7355 2287/2271 

2354-55 2286-87 

2285-66 

142558 

54576 


■ LME AM Official a$ rat k 15030 

LME Closing C/8 rate; 15006 

Spot 1.6032 3 ate LHMZ 6 Wfc 15970 9 rate: 15948 

■ HIGH GRAPE COPPER (COMEX) 

Salt Day's Open 

price chaopa ttgb Low M U 

Fab 10955 +1.65 11800 10950 396 1514 

Mar 109.60 +150 109.70 10750 6,431 ZZ.123 

Apr 10750 4150 10750 106.70 21 1,792 

May 10650 +150 10550 104.90 1.166 9511 

JOB 10470 +1.10 3 865 

Jri 10350 +1.10 10450 103.10 44 4,750 

Total 8534 54500 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Pncea suppled by N M RothschM) 

GoWfTroy az} S price £ equhr SFr equlv 
Close 34550-34550 


HEATING OIL OTMEX I42JU0 US { 


Low DM H 

5850 10536 30597 
57.10 6512 25518 
5800 1.770 9557 
5550 950 8530 

55.60 1,100 8405 
58.00 417 3384 

2357510*512 


N GAS Ott. K (Sinine) 


Opening 3*550446.10 

Morning fix 34650 21556 512.88 

Afternoon fix 345.00 215-14 50853 

Day’s High 347.00-34750 

Day's Low 3*4.10-34440 

Previous dose 3*4.083*450 

Loco Ldn Mean OoM Lending Rates (Vs USS} 


Opening 
Morning fix 
Afternoon fix 
Day's High 
Day's Low 


sat* Oafs Open 

price change Mgh law IW let 

Mar 17500 -250 17850 17425 6 035 19073 

Air 17525 -075 17825 17100 1480 9.368 

mtf 17475 -150 17825 17350 723 4.740 

An 17475 -150 176.00 17350 1.157 8359 

Jd 17525 -1.50 17625 17825 5 1640 

Aug 17800 -125 17875 17475 214 1088 

TsW B2B3 5*766 

M NATURAL GAS NYMBf fltflOQ mnfem Sfmrifat) 

latest Day's Open 

price change Mgh low Yd tat 

Mir 1530-0.036 1545 1850 13.705 38725 
Apr 1550 - 1.975 1570 4047 26,611 

Hay 1545-0.005 1550 1510 1263 1*721 
Jbb 1550-8010 1560 1.825 BO3 1O039 

Jd 1.960-0015 1565 1045 541 9004 

Aug 1575 -0010 1580 1.950 608 7.817 

TOW 2*098169015 

■ UNLEADED GASOLINE 

NYMEX (42000 US gritl; DUS ge*L) 


U M 

1 I 
\ ! 

3.88 12 months . —307 

300 


Latest Deft 
price change Hgb 

LOW 

Open 
Vuf mt 

SffirerRx 

pftrey az. 

US ets eqtrfv. 

Mar 

6400 

+0.15 

6*00 

6120 

9007 25.486 

Spri 

326.30 

523.15 

Afr 

6505 

♦am 

6590 

64.75 

S5G6K.185 

3 nwnths 

330.75 

52900 

Mw 

6505 

-0.05 

85.65 

64.60 

2073 14019 

6 months 

33500 

535.80 

Jib 

6400 

*0.07 

64.75 

6170 

1006 9079 

1 year 

345.05 

548.S0 

Jri 

6125 

-QJH 

6125 

62.70 

396 5.010 

OoM Coins 
Krugerrand 

Mapte L*d 
New Sovereign 

$ price 
343-345 

81-84 

E equjv. 
214-215 

51-52 

Aeg 

Total 

6150 

-0.33 

81 50 

61.30 

163 4JJZ7 
1WW 87006 


exposure and risk than has previ- 
ously been the case,” it adds. 

In its latest study, CRU ranks 
five copper projects as “outstand- 
ing” or “very good”. 

Collabuasi in Chile, a joint ven- 
ture between Falconbridge, 
Minorco and a Japanese consor- 
tium. is the biggest, with annual 

production scheduled to be nearly 
400,000 tonnes. CRU, using a 
long-term copper price of 90 US 
cents a pound ($1,984 a tonne) sug- 
gests Collahuasl will generate an 
internal rate of return well over 15 
per cent and pay back its capital 
costs in four years. 


GRAINS AND OIL SEEDS 

M WHEAT UFFE (E per tonne) 


Sea Day's Qpea 

price change ffigfa Low 1M tat 

Mar 95.00 +Z50 9500 92.75 97 842 

Kay 9800 +150 9800 9550 954 3011 

Jd 10800 +250 10000 9800 112 5 59 

Sep 9135 +2.00 9200 9200 1 32 

Ho* 6555 *200 9600 94.00 104 1,713 

Jan 37.35 +200 9750 95.75 18 201 

Tetri 1286 6283 

M WHEAT C8T g.OOObtl mu gfggb bushafl 

MM 36*25 +4.75 370.00 36150 4037 21096 

Hey 36100 +5.75 365.00 35800 2338 19223 

J0I 347.75 +500 350. OC 34350 1 057 28185 

Sep 351.75 +5.75 35250 347.00 IE 2417 

Dec 36050 +150 36200 35800 51 2132 

Mar 36850 +300 - - - 30 

Total 9092 73070 

M MAIZE COT pOCO bu trtn; centai'568> bushel) 

Bar 28275 +875 28300 Z75.00 29087 97.719 

liey 28400 +1025 285.00 27850 17031 90074 

Jd 28150 +950 28200 27350 13.005 74.735 

Sep 27550 *750 27500 26800 1060 11.674 

Dec 274.75 *875 27500 269 l25 5019 48.905 

Mar 280.50 *650 280.75 27825 578 3058 

Trie! 68415 331026 

M BARLEY UFFE (£ par tonne) 


9175 

*0.50 

9200 

9225 

12 

234 

94 JS 

♦100 

9*25 

94.00 

40 

132 

91.90 

+1.00 

- 

- 

- 

28 

mop 

+100 

93.75 

9175 

5 

303 

95.90 

+1.00 

95.75 

95 75 

5 

27 





82 

724 


M SOYABEANS CBT ROPObu n*c cantaOTb mW 

Mar 77900 +1800 780.75 78350 38088 60004 
May 77900+1800 78050 76400 12021 *6.649 
Jd 77750 +1800 77900 76450 5005 37520 

Hag 77150 *1425 77100 761.00 587 6.445 

Sap 73500 *1105 73600 72800 218 2525 

Mnr 704.75 +7.75 705.00 69950 3042 19.753 

Total 50009 174007 

■ SOYABEAN OO. COT (flO.OOOfba: cents/lb) 

Mir 2193 *008 2308 23.68 10.124 32758 

May 24.31 *822 2*M 24.10 6,455 26.682 

Jd 24 67 +822 24.75 2450 2131 18722 

Aug 24.79 +816 24.87 24.65 30 3042 

Sep 2401 *816 2800 2400 24 2715 

Oct 2505 *0.16 2505 25.00 89 933 

Trial 19053 38791 

■ SOYABEAN MEAL CBT (100 tone; S/lon) 


Oar 

2S6 

+7.4 

2559 

2489 

8595 31624 

mt 

2490 

+7.0 

2514 

2413 

5867 2E92B 

Jri 

2480 

+8.3 

247 2 

241.0 

4.418 23.444 

Aug 

2417 

+14 

2432 

2380 

373 

4.470 

Sep 

235.0 

+48 

2350 

2300 

297 


Oct 

222.1 

+4.1 

2211 

27 

113 

1047 

Total 
M PC 

ITATOEt 

> UFFE 

■ (Otoe 

ne) 

20478 

Basra 

Mir 

575 

*15 



. 

_ 

Apr 

610 

+15 

63.5 

mo 

38 

T077 

Mar 

710 

+20 

710 

71.0 

12 

157 

Jun 

740 

-10 

- 

- 

- 

- 

tar 

64.0 

-10 

- 

- 

- 

2 

Apr 

1070 

-10 

1010 

107.0 

28 

620 

Trial 





68 

1056 

■ FREIGHT (BIFFBQ UFFE (310/ndex pomt) 

Feb 

1470 

-40 

1500 

1465 

30 

342 

Mar 

1540 

-20 

1550 

1535 

69 

605 

AW 

1541 

-24 

1550 

1540 

77 

1240 

Jri 

1270 

-20 

1270 

1270 

9 

624 

Oct 

1406 

- 

- 

- 

- 

213 

Jn 

1416 

- 

- 

- 

- 

49 

Total 

Close 

Pier 



205 

1073 

BH 

1487 

1485 






FUTURES DATA 

All futures data suppted by CMS. 


Minor Metal* 

Euopaan free market. from Metal Bulletin, 
S per lb in warehouse, unless otherwise 
slated (fast week's In brackets, where 
changed). Antimony- 99.6546. S per tonne, 
2080-3,425 (2,300-2,425). Bismuth: me. 
9909%. tome lots 295-3-25 (295300). 
Cadmium; iron 9805%, cents a pound. 
65 00-7500 (8800-7500). Cobalt MB free 
market mb 990%. 1B.50-2l.00 (18.80- 
21. opt min. 98.3%. 1800-1850 (18.70- 
19.20). Mercury min. 99.99%. S per 76 to 
flask. 161-171. M riybda n iHit drummed 
mofybdlc oxide. 4.75-4.90 (4.70-4.90), 
Sdmiunt min 99.5%. 240-300. Tung- 
sten ore; ffiaxJard nan. 6596. S per tonne 
urtt (10kg) WO* eif, 45-55 (43-539- Vana- 
dium: min. 98%. erf. 30 0-400 (350-3.70). 
Uranium: Nuexco mrestricted exchange 
value. 12.80 (180(8 


Co llahuas l could generate a posi- 
tive return even if copper fell to 75 
cents ($1,653), says CRU. 

Inco’s Voisey’s Bay project in 
Labrador is the most financially 
attractive in the list, CRU suggests, 
but its copper will be a by-product 
Of nickel mining. 

CRU says the picture is not so 
bright for many other projects as it 
is for Collahoasi, with internal 
rates of return dropping below 10 
per cent and pay-back periods 
increasing. 

The big projects include Cam- 
bior's La Granja. In Peru; Agua 
Rica, a B HP-Northern Orion ven- 


ture in Argentina; and Petaquifla 
in Panama (owned by Teck and 
Adrian Resources). Bach has an 
estimated peak annual output of 
260,000 tonnes. 

Batu Hjjau, the Newmont-Sumi- 
tomo joint venture in Indonesia, 
and Konkola Deep in Zambia, to be 
developed by Anglo American. 
Gencor and Falconbridge, also 
rank among the big producers and 
are among the more costly projects 
being considered. 

The Next Generation of Copper 
Mine Projects. CRU. 40 Mount 
Pleasant. London WC1X QAC, UK. 
£13.500. 


SOFTS 

■ COCOA UFFE CAcraie) 


Sri! Day's 
price change fOgfc Low fri tot 

Mar 853 *4 855 845 1018 20043 

May 880 +6 882 871 2029 Z7039 

JD1 900 *6 901 891 363 11113 

Sep 919 +8 918 910 161 14021 

Dm 935 +€ 934 926 297 15018 

Mar 955 *6 960 947 343 19,777 

Trial 5,19130,945 

M COCOA CSCE (10 tonnes; Stowes) 

Mar 1225 -2 1230 1220 782 2072 

May 1267 -IB 1273 1264 3089 35,931 

Jri 1297 -19 1302 1295 340 18128 

Sep 1327 -18 1333 1325 255 10231 

Dac 1354 -18 1355 139 289 5,884 

MV 1383 -15 1381 1378 4 11681 

Trial 6059 90008 

M COCOA QCCOt (SCWs/tonne) 

Feh 14 Price Pre». dry 

Daly 97145 97602 

M COFFEE UFFE (Sftonne) 

Mri 1540 -60 1595 1538 1157 1229 

May 159 -60 1605 159 3.871 21,784 

Jri 1580 -63 1625 1575 1.542 1902 

Sep 1582 -63 1624 1590 117 1406 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.000ttw; cents/1 be) 


Srit Bay** Oper 


Hon 1582 -63 1610 1600 28 109 

Jaa 1582 -63 1610 1610 5 199 

Trial 1720 41187 

■ COFFEE ‘C* CSCE (37.50pflie: ceng/Ttosj 

Mar 168.10 -175 177.9 167.00 8.19 10,682 

Hay 15725 -9.75 165.70 15400 709 18038 

Jld 15100 -940 158.00 15400 1294 5075 

Sap 14430 -8.70 151.9 147.20 8*5 3359 

Dec 13625 -19 14500 138 9 43S 2,451 

Mar 127.75 -1100 13730 13165 64 532 

Total 1609 41,742 

M COFFEE (ICO) (US caraataourofl 

Feh 17 Pm. day 

Comp, oarfy na 12633 

15 day average na 11534 


na 

na 


M WHITE 8UOAR UFFE (S/tcrma) 

May 3073 *30 3073 3014 782 12,317 

tag 307.1 *32 3062 3033 284 1302 

Oct 3020 *13 302.9 2993 107 2,60* 

Dae 303 0 *29 300 5 299.9 8 722 

Mar 3007 *0.1 301.1 Z99.5 115 443 

May 2987 -29 2989 2389 7 153 

Triri 1003 19341 

■ SUGAR H’ CSCE (11 2.0001)3: cents/tasl 

Hv 10.92 *014 1192 10.7815081 42797 
May 1008 *114 1008 10.74 7.684 40054 

Jri 1035 *ail 1065 1034 1.633 28946 

Oct 1039 *009 1009 109 374 21027 

Nv 1056 *108 1036 10.48 652 7037 

Ifay 119 *0.08 1035 1035 9 1.198 

Trial 25J941430M 

M COTTON (Latest) (5O0OOtos: centsAbs) 

Mar 71 65 -1.45 7370 70.36 3.582 15081 

May 7300 -1 85 7528 7300 1141 25062 

Jri 749 -1.05 76.25 749 1247 10045 

Oct 76.00 -025 7655 76.00 18 1.413 

Dec 7800 -025 76.45 7507 471 13059 

Btor 77.10 - 7720 77.10 - 909 

Total 1464 67004 

B ORANGE JUICE NYCE IlS.OOOfac ceroadbs) 

Har 7B.70 +020 79.70 7800 2,116 9,190 

May 81.9 *125 8230 81.40 1.963 9,782 

Jri 8400 -105 819 84.9 1,415 189 

Sep 8760 +0.15 38.60 37.60 215 2,955 

tat 8335 *030 90.75 9025 32 637 

Jap 92.15 *165 92.40 92.25 14 29 

Total 1757 3007 


VOLUME DATA 

Open toterest jnd Vokme dan showti tar 
contr acts traded on COMEx. NYMEX COT, 
NYCE, CME, CSCE and IPE Crude Ofi are 
one day <n arreois. Volume & Open Interest 
trials are tar all traded months. 


INDICES 

■ Reuters (Base: 18/9/31 = 100) 

Feb IB Feb 17 month ago year ago 
1081.9 1973.6 1929.8 21520 

■ CRB Futures (Base: 1067 = 100) 

Feb 14 Feb 13 month ago year ago 
233.51 239.51 

H esq Spot (Base: 1970 ° 100) 

Fob 14 Feb 13 month ago year ago 
192.79 192.79 214.95 194.SB 


fab 65075 +0.425 6179 6539 U75 4031 

Apr 68375+1125 66.700 68275 4.774 420S2 

Joe 61725-029 6199 6159 1143 18.143 

tag 61375-139 81600 63.300 1,120 18.725 

Oct 67.075-029 67025 67000 753 11299 

Ok 69025-009 69300 09200 240 4098 

Triri 10061 101044 

■ LEAN HOGS CME (4O000tos; oants/lba) 

A|X 72.075-1.125 7209 72.000 4097 15087 

Jon 77.49-1025 7709 7729 1099 8052 

Jri 7819-0325 7639 75.875 347 109 

Aag 7119-119 73375 72.625 226 2209 

Oct 6629-0375 6879 6819 82 1.492 

Dk 8429-132 6439 6309 72 798 

Trial 1632 34008 

M PORK BBJJES CME (igOOOtos: cerrte/lbs) 

fab 71175-109 74.89 71175 431 616 

Mar 71375-229 7409 72375 1287 2005 

May 7199-2225 7509 7139 1051 1508 

JW 7X19-209 74.9SO 7Z79 234 802 

Acg 69.49-239 72.09 6949 44 521 

Total 3047 7252 

LONDON TRADED OPTIONS 

Strika price S tonne — Cata — — -Pute — 

■ ALUMINIUM 

(99.7%) LME Mar Jun Mar Jun 

1525 44 94 9 31 

155D 28 80 18 41 

1575 16 66 31 52 

M COPPER 

(Crude A) LME Mv Jin Mar Jun 

2200 143 128 3 89 

2250 99 101 9 91 

2300 62 79 22 119 

■ COFFEE UFFE Mar May Mar May 

1500 45 132 5 5 

1550 13 108 23 23 

1600 2 85 82 82 

M COCOA UFFE Mar Mey Mar May 

800 53 83 - 3 

850 6 44 3 14 

900 - 29 22 24 

■ BRENT CRUDE 

IPE Apr May Apr May 

1950 116 127 27 64 

2000 82 1 00 43 870 

2050 57 79 88 118 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) -rer- 

Dubal S18.53-a.63w *0.14 

Brent Blend (dated) $20.61-0.69 *0.14 

Brent Blend (Apr) S20.460.50 +0.14 

W.T.I. S22.05-2.07w *0.18 

■ OR. PRODUCTS NWEproW detotty OF (toms) 


Crude oil at 
lowest for 
six months 


MARKETS REPORT 


By Robert Corane, Kenneth 
Gooding and PhBip Coggan 

Crude oil prices hit a 
six-month low yesterday es 
the slide which started two 
weeks ago gathered pace. 

Brent Blend for April 
delivery, the North Sea 
crude that serves as a world 
benchmark, hit a low of 
$20.10 a barrel at one point 
on London‘& International 
Petroleum Exchange. It later 
recovered to around $20.42, 
8 rerata up on Monday's close 
of $20.34. 

The raiM winter on both 
sides of the Atlantic pushed 
heating oil prices down to 
levels last seen in July 1996. 
Gasoil futures on the IPE 
lost $1.75 to $175.75 a tonne. 

Traders said the market 
was also awaiting the publi- 
cation today and Thursday 
of the latest statistics on 
crude oil and refined product 
inventories in the US. These 
have been one of the main 
determinants in recent 
weeks of short-term price 
movements. 

The London Metal 
Exchange yesterday reported 
that stocks of copper in its 
authorised warehouses bad 
fallen by L100 tonnes - only 
the third decline since 
November. 

Mr William Adams, ana- 
lyst at Rudolf Wolff, the Nor- 
anda subsidiary, said that if 
copper stocks continued to 
fall, it would suggest that 
much of the recent increase 
had been lending by consum- 
ers who did not need their 
copper until a fixture date. 

These consumers were 
attracted by the big pre- 
mium for copper for immedi- 
ate delivery compared with 
three-month metal, or back- 
wardation. This had fallen 
sharply from a peak of more 
than $300 a tonne. 

“Copper can just as easily 


t yc MBUinUIC STOCKS 

(As at T huredays dow) 
tonnes 


AkxnMum 
AMnrtum aJtay 

Copcxr 

Lead 

hum 

Zinc 

Tin 


-5050 to 910,625 
+20 to 73,180 
-1,100 TO 220 025 
_£S0 to 110.100 
-120 to 45,774 
+1,125 10476,725 
_95 to 9.555 


be taken out of the ware- 
house now that the backwar- 
dation has shrunk,” Mr 
Adams pointed out. 

However, the premium 
increased yesterday from $60 
on Monday to $77 a tonne m 
late trading. 

Zinc prices, which have 
risen by 16 per cent or $172 a 
tonne since the begining of 
this year to $1,226, eased, 
back by $650 froni Monday's 
level to. $1,213. 

Mr Adams suggested there 
were keen trade and fund 
buyers in the market, so the 
price dip was likely to be 
short-lived. 

Bullion traders said Swiss 
banks were behind a rise in 
platinum - up $3.70 a troy 
ounce to $367.70 in late Lon- 
don trading - and palla- 
dium, up $1.25 an ounce to 
$134.75. This helped gold, 
which was “fixed” in London 
yesterday afternoon at $345 
an ounce and was $1-35 up at 
$345.60 by the London close. 

Coffee fell sharply , and 
then recovered after the res- 
olution of an eight-day strike 
by government, workers in 
Colombia. Speculative inves- 
tors liquidated positions and 
the May contract in New 
York fell to 13 cents to 154 
cents a pound at one stage. 

However, light industry 
buying allowed the price ;tb 
rally later. Coffee for May 
delivery closed in London 
down $55 at $1,560 a tonne. 

“When the market gets 
overheated the way it. has 
recently, the slightest event 
can cause an upset,” one 
trader said. “Basically, some 
weak longs were flushed out 
of the market.” v 
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CROSSWORD 

No.9,304 Set by CINEPHILE 



LM has the same meaning wherever It appears in the 


Premium Gasoline 

S214-216 


Gas Ol 

$175-177 

-2JS 

Heavy Fuel OB 

S95-97 


Naphtha 

£219-223 


Jet fuel 

5200-202 

-2 

Diesel 

$192-195 

-4 

M NATURAL GAS (Peweftherm) 


Bacton (Mar) 

9.80-10^0 

-0.15 

taMMum Argus. TtL Lonttan (0171) 353 6782 
H OTHER 

Gold (per tray oz)* 

$34505 

+100 

Silver (per fray ozj* 

623.00c 

+2.00 

Pletkium (per troy azj 

$388.75 

+5.00 

PafiEKflum (per fray ot) 

$134 75 

+100 

Copper 

114.0c 


Lead [US prod) 

45.00c 


Tin (KueLa Lumpur) 

14.6a- 

*008 

Tin (New YorK) 

276.50 

+200 

Cattle (he weight) 

1O204p 

*0.1 8" 

Sheep (he might) 

14206p 

+0/43* 

Pigs (tore wrightfT 

7B.77p 

+2.78* 

Lon. day sugar (tew) 

$263.60 


Lon. Pay sugar (wte) 

5307.40 

-0.10 

Barley (Eng. feed) 

Uncj 


Maize (US No3 YeBow) 

Unq 


Wheat (US Date North) 

Unq 


Rubber (Mar)V 

79.50p 


Rubber (Apr)¥ 

79,50p 


Rubber (KLRSS Not) 

3035* 


Coconut Ofl (PW0§ 

7750y 

-70 

Palm Ol (Malay J§ 

5720k 


Copra (Ptitl)§ 

$495 J3y 


Soyebeos (US) 

2120X 

+1.0 

Cotton OuttoriTA' Index 

80.10 

*000 

Woaftops (648 Super) 

403p 



r per tonna irim otairiw gUad. p penceAg. c cdOHl 
r itigritte. in Mrittrian renrilq. x Mar ■ Apr y FriXMarif 
Itnw RljriCri. 5 CF HnSstan. { Mon mate eta*. • 

OBig* DU HriL land on 4036 head ot pigi Hb 


ACROSS 

1 LM*s potato (6) 

4 Crazy fellow’s plan about 
military assistant (6) 

8 One flies round Beachy 
Head: it blows when 
they're close (7) 

9 Snoop around border first 
and foremost (7) 

11 Declare soleninly, donkey 
never stopped eating ( 10 ) 

12 Greeting with stones (4) 

13 Youngster meets the 
French LM (5) 

14 Principal ideology - of 
nineties Tories? (8) 

16 Business friend in trouble 
- his lips weren't sealed (8) 

18 LM on his own point (5) 

20 Having nothing to do with 
Ridley’s part (4) 

21 Repenting back and being 
fired, sadly ( 10 ) 

23 Return a measure of work 
to bogus LM (7) 

24 I got into bed very much on 
one side (7) 

25 LM went off and on (6) 

26 S-stlnking with contempt 
( 6 ) 

DOWN 

1 LM ambles along, we hear 
(5) 

2 Fall backwards or upwards 
on line for removal by day- 
light? (7) 

3 Clue for H? Nebula in 
Orion on a stick for a 
bobby? (9) 


5 Say Yes to an uncompleted 
craving (5) 

6 Vehicle with zero speed in 
it should be put in moth- 
balls (7) 

7 Leave vehicle at home with 
child LM (9) 

10 LM. initially he allotted me 
my usual role as blithering 

idiot (9) 

13 S mall relative, daring hurt, 
shows unconcealed amuse - 
ment (5,4) 

is LM only in single article (9) r 

17 Anxiety at something pro- 
verbial drawn by woodcut 

ter (43) 

19 Student, provided he’s 
upper-class, .going for the: 
moon? (43) . 

21 LM striking a cord (5) 

22 Poor old marshal entertain- 
ing journalist <5) •, 

Solution 9,303 
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• FT Cityline Unit Trust Prices are available over the telephone. Cafl ti» ft Cityline Help desk on (+44 171) 873 4378 for more details. 
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LONDON STOCK EXCHANGE 


sags on disappointing bank figures 


Footsie 


markets report 


By Peter John 

London equities failed to respond 
to some surprisingly positive eco- 
nomic data and concentrated 
instead on the prospects for Wall 
Street 

Consequently, muted profit- 
taking remained the theme of the 
day and the FTSE 100 index 
closed 5-5 lower at 4,332.3. 

On the other hand, the FTSE 
230, which is less exposed to 
international pressures, rose 62 
to 4,612.7 and the SmallCap 
improved 2.4 to 2343.4- 
■ There was no lead from Wall 
Street, because US dealers were 


celebrating Presidents' Day holi- 
day on Monday. But an early 
mark-down was reversed as the 
Footsie futures led the index 
higher. 

At its best shortly after the 
start of trading, the blue chip 
index was 13.1 points up and only 
2.5 points below its record high 
achieved last Friday. From then 
on, it wrestled with contrasting 
pieces of news. 

On the broader economic front 
the latest public sector borrowing 
figure showed a repayment of 
£5.8bn against economists' fore- 
casts that were some £2bn 
lower. 

The removal of pressure on 
government bond issuance sent 


gilt prices up by some 10 ticks at 
the 10 -year maturity. 

Also, sterling softened against 
both the US dollar and the 
D-Mark, easing some of the pres- 
sure on UK exporters. 

It helped to assuage doubts 
which were highlighted by a 
report that some strategists were 
reducing current year earnings 
estimates by 3*4 per cent to 
reflect the strength of the 
pound. 

These encouraging domestic 
economic nuggets were offset by 
a sharp reversal of fortune in 
Barclays shares after the high 
street bank disappointed the mar 
ket with its Ggures and the 
fact that its share buy-back 


would not occur immediately. 

B anks are the largest compo- 
nent of the market, representing 
12.6 per cent of the FTSE All- 
Share index. Over the past year 
they have been one of the stron- 
gest performing sectors in the 
market As such, the stark per- 
formance of Barclays spilled over 
to sector rivals and sent some 
nervous signals through the mar- 
ket 

However, several traders and 
strategists have pointed to the 
underlying strength of the banks' 
pnmingg and the huge inflnr of 
capital which is expected after 
the flotation of the big building 
societies. 

“It is an area which has got a 


lot further to go. They will bene- 
fit increasingly from the ‘flight to 
quality' argument,'’ said Mr 
Corey Miller, equity strategist at 
Credit Lyonnais Laing. 

In the afternoon, the Dow 
Jones Industrial Average started 
slightly weaker and its recovery 
came too late to lend any support 
to London shares. 

Trading volume by 6pm rose to 
8843m shares, up from Monday's 
level of 726.1m shares when genu- 
ine customer business was worth 
£2.l6bn. That figure combined 
the traditional checking busi n ess 
with the electronic Crest data. 

Meanwhile, business between 
marketmakers accounted for 
£838m. 



Indices and ratios 


FTSE 100 
FTSE 250 
FTSE 350 
FTSE AB-Share 
FTSE All-Share ytold 


43323 

4612.7 

21303 

2111.96 

3.53 


-53 

+62 

- 1.6 

-131 

331 


Best performing sectors 

1 Tobacco — 

2 Dlversifled Industrials 

3 Alcoholic Beverages 

4 Other Financial 

5 Investment Trusts — 


.+12 

.40.7 

.+03 

.+0.4 

.+0.4 


_ „ 2843.3 -2-& 

itSE Non-Firs ;pfe 'J£J' 

TBEIOCFWMar 432B.0 . ♦&» 
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BZW hit 

batters 

Barclays 

By Joel Kibazo and 
Lisa Wood 

Holders of Barclays were left 
bruised and battered yester- 
day as the market registered 
its disappointment with the 
group's pre limin ary figures 
and tiie lack of an imme diate 
one-off share buy-back. 

The shares lost nearly 6 
per cent of their value as 
they tumbled 70 Vj to 1129p. 
the worst performer in the 
FTSE 100. The heavy selling 
pressure brought volume of 
27m by the close. 

Headline profits at the UK 
hanking group fell short of 
the best market estimates, 
although many had antici- 
pated the poor performance 
at BZW, the investment 
banking arm, following 
weekend press reports. 

However, the optimists 
had expected to be soothed 
by plans for an immediate 
share buy-back, one of the 
main reasons for the recent 
strength of the stock. 

Instead, the group 
announced plans to return 
up to £500m to shareholders 
over the next 12 months, 
news which failed to excite 
the market and Instead 
prompted increased selling 
of the shares. 

Sentiment was also hit by 
sharp profit downgrades. 
HSBC James Capel is 
believed to be looking to 
reduce its current profit 


expectations for Barclays to 
around £23 bn from its previ- 
ous forecast of £2.49bn. Deal- 
ers said the broker had also 
reduced its recommendation 
from "buy" to “hold". 

However. Merrill Lynch 
remains more positive and 
analyst Mr Richard Coleman 
said: “The BZW figures were 
clearly disappointing and 
tbe share price reaction is 
understandable. But we 
remain positive, the banking 
business has performed well 
and capital generation 
remains intact. 

“We are also expecting fur- 
ther share buy-backs in 
the course of the year." 

The poor sentiment in Bar- 
clays also weakened 
National Westminster where 
the shares surrendered 31 to 
803 Vip. The group reports fig- 
ures later this month. 

Argos lifted 

Argos was the best per- 
former in the FTSE 100. 
hardening 21'/« to 695p. with 
the market more positive on 
its revenae growth pros- 
pects. taking the view that 
the recent slow-down in 
sales was a one-off problem 
rather than structural UBS 
earlier in the week changed 
from a "hold" to a "buy'’ 
with the broker believing 
that the froth in the share 
price was blown off in the 
recent profits warning. 

Great Universal Stores 
rose 12‘/i to 662Vzp in the 
wake of the announcement 
that it was in talks with 
British Land over a property 
deaL 

Boots slipped 13 to 688p 
with UBS moving the stock 
from its “buy" list to "hold", 


with a recommendation that 
investors should switch into 
Marks and Spencer, which 
rose 2'/a to 489p. 

Britannic boost 

Shares in life group Bri- 
tannic Assurance sec ured 
pole position in the FTSE 250 
index, the shares appreciat- 
ing 6614, or 83 per cent, to 
870p, after the group 
revealed plans for a sharply 
increased dividend to be 
underpinned by the distribu- 
tion of an orphan asset 
investment surplus. 

The company also said 
that the impact of its 
restructuring of its with- 
profits funds and the decla- 
ration of a £209m special 
bonus should mean it will be 
able to pay a dividend for 
1996 of 23 pence per share, 
up 82 per cent on 1095. 

However, shares in Pru- 
dential fell 8‘A to 564 Vip as 

FT 30 INDEX 


dealers said confusion con- 
tinued to surround the life 
and pension giant’s unallo- 
cated funds. 

Capital Corporation, 
which has rejected a £l78m 
hostile bid from London 
Clubs, continued to 

strengthen, rising 10 to 
196Vip. One analyst said the 
price of Capital, which owns 
Crockfords and the Colony 
Club, two of London’s lead- 
ing casinos, was now 9V* per 
cent above the implied value 
of the bid, implying that the 
market was expecting 
another bidder. He said that 
Ladbroke, which slipped 4% 
to 232 V4p, might be in the 
frame - perhaps with its new 
partner Hilton Hotels, which 
owns Bally Entertainment, 
the world's biggest gaming 
group. London Clubs, which 
owns seven casinos, rose 3 to 
38iy*p. 

Shandwick International, 
one of the world’s largest 


Fab 1.8 Fab 17 Feb 14 Feb 13 Fab 12 YT ago T-flph ‘Law 

FT 30 2843.3 2845.8 2B5BO 2837.8 2827a 27205 28812 26608 

Ord. tSv. ytoid 4ns 4.04 3.97 4.06 4.07 090 402 3.76 

P/E ratio net 17.16 1720 17.52 17.53 17,47 16,40 17.55 1550 

P/E ratio r« 16.85 1699 17m 17.36 17.31 16.18 17-38 15.71 

FT 30 an co mpanio n: lugn 28852 l9rtX/Se, low 484 2DASML Ban Me 1/7/35. 

FT 30 hourly c han gea 

Open ano iono 11-00 imp 1100 hop ibjb laao High Low 

28468 28545 28530 2852-8 2851.3 2851.1 2848.8 2848.7 28449 28572 2842.7 
Fab 19 Bub 17 Fab 14 Fab 13 Fab 12 Yr ago 


SEAQ bargains 47.719 49.038 48.855 

Eqtfty turnover (Emft - 21622 647.1 

Equity bargains! - 45,460 14,481 

Shares traded (mQt - 832.4 257-2 

totra-mariner and weata trmovar. 


48.111 47,304 30.733 

779.7 747a 1645J 

13.244 14.000 35.690 

2 sea 303 a sara 


Feb 18 Feb 17 Feb 14 Feb 13 Fob 12 Yr aeo High tow 
FTSE AIM 11222 11298 11375 11297 1130-3 1023.1 11404 965.7 
O FTSE international United 1997. M rights maenad. -Hr 199097. 


■ London imrimt data 


Maos and fells* 

Total Rises 632 

Total Fate 406 

Same 1.250 


B2 Week Mglw and lows] 
Total Highs 267 

Total Lows 31 


LUTE Equity options 
Total contracts 00,378 

Cate 36.604 

PUIS 23,772 


Fab 18 -Data based on Equity shares tetod on the London Share Service. 


FT 


International 
financial 


FINANCIAL TIMES 
GROUP 


news from a 
European 
perspective. 



NEWS 


I f you need to know what’s moving 
Europe’s markets, you need 
.AFX NEWS, the real-time English 
language newswire that gives the 
latest international financial and 
corporate news. With the resources 
of owners and partners, the 
Financial Times Group and 
Agence France-Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right. And it’s 
available to you on-line through 


most major market data vendor 
systems, deliverable across your 
network to your PC or workstation. 
AFX NEW'S has reporters across 
Europe and in other key markets 
feeding over 500 news stories a 
day direct to your system. So, for 
independent and succinct 
reporting on economic, corporate 
and market news, contact 
AFX NEWS direct or your local 
vendor today. 


FOCUS ON FINANCIAL EUROPE 

\ JOINT-VENTURE OK K I N A N C I A 1. TIMES GROUP AND AGENCE FRANCE-PRESSE 


AFX NEWS 15-17 EPWORTH STREET, LONDON EC2A 4DL (44)171255 2 532 
FAX (44) 171 490 5007 EMAIL: AFX .SALES @ FT. COM AND NEW YORK. US A (212) 641 2418 


public relations companies, . Regent tons, which had 
fell 3'/i to 56%p following results earlier this week, fell 
news that half the board of 22!4 to 34&/ip. One analyst 
Shandwick Consultants, Its said the business faced prob- 
financial consultancy, were lems in buying freehold 
leaving to set up their own. properties for conversion. 
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business. 

Analysts suggested the 
market's response was over- 
done. Mr Paul Richards, of 
Panmure Gordon, said that 
It was necessary to put 
Shandwick Consultants into 
perspective. He said it repre- 
sented only 6 per cent of 
turnover and less than 10 
p er cen t of operating profits. 

WPP Group continued to 
strengthen, rising 7 Y» to 
267p, ahead of today’s 
results, which are expected 
to be at the tqp end of the 


Whitbread fell 13 to 79lSp. 
UBS reiterated its “hold" 
recommendation. 

Scotia Holdings feU 29V* to 
650p, as talk of a £50m-£60m 
rights issue went round the 
market Greig Middleton was 
said to he a seller of the 
stock. The broker was 
reported as saying the mar- 
ket had overvalued the stock 
on exaggerated expectations 
of future sales. 

Centrica was once again 
the busiest stock in the 
FTSE 100. trading some 62m 
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£149m to £l53m range of by the close. The shares 


forecasts. The market also 
hopes there could be a share 
buy-back. 

Metal Bulletin, where 
results will be announced 
shortly, hardened 25 to 
1225p. 

Reed International rallied 
on the back of a weakening 
pound, rising lfi to 1102V4p. 
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Number One hit in the US 
with the Spice Girls’ “Wan- 
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fr om B eeson Gregory. 

VTR, the video production 
group, fell 20 to 55V*p after 
the company warned, just 
minutes before the close, 
that 1996/97 profits would be 
significantly below market 
expectations. 
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at Macro 4, the software 
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that the company will not 
match previous fall-year 
profits if exchange rates stay 
at current levels, sent the 
shares down 52V* at 422Vip. 
Analysts were said to have 
cut full-year forecasts to 
£llm. compared with last 
year's £ 12 . 2 m. 
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FINANCIAL TIMES 
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NEW YORK STOCK EXCHANGE PRICES 
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9% 8% ACM Manx 490 8.4 363 9% 9% 9% 

13% 6%ttnvBKt 58 7% 6% 6% 
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38%28%AMia 
73% 49% Moax 
34% 24 Aba Cp A 

6% 5%An£nfeKi 042 40 
20% 10V Am Preen 026 i a 22 
9% 5%Ans£d 
60% 45% Aretacx 
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55% 44% Bnbfl IX 
123 56% fa*Am» 116 
41% 21% BMW 096 
34 I497M ADR OX 

51 45BenM*Ax 125 
85% 62% BarMreBa 800 
78% 41% awn* 1.78 
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0*5 1.1 201368) 44% 40% 
470140 13 688 5 4% 

>X 10 13*808 »V 89% 
416 a* X 335 36% 36% 
IX 1.0 8 3352uM4% 102% 
424 47 17 131 37% 38% 
1.78 70 10 1465 23 2Z% 

056 22 17 504 u26 25% 
464 35 14 418 17% 18 

424 45 X 28® *6% 47% 

006 17 I486 20% 20% 

002 46 201597* 34% 33% 
412 10 125214 12% «% 
IX 16 12 B70 35% 34% 
OX 30 12 82 21% 21% 
4X 00 4711815 50 58 

IX 53 96 IB 16% 

OX 07 19 1® 56 57% 

17 56 « 23% 

OX 30 15 684 25 24% 


1% 

25% 

X 
19% 

32% 

23% 

» 

9 

28% 

12 
38% 

24% 

23% 

49% 

35% 

X 
26 
4 

12 % 

XV 
62% 

16% 

17% 
a 

19 
71% 

43% 

41% 

4% 

89% 

36% 

1® 

36% 

22 % 

25% 

1B% 

47% 

20 % 

34% 

12 % 

35% 

21 % 
a+i% 
18% +% 
57% »% 
23% +% 
34% ’ 


+% 

-% 

-% 

*% 

+■% 

+% 

+% 

+% 

>% 

+% 

+% 

+% 
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+% 

+% 

+% 

-% 

*h 

+% 
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-% 

-1% 

+% 

+1 

-% 

+•% 

-% 
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sort 70 teats 102 10 1411X100% 99% 100% +-1% 

32%21%MQ*#X 03730 18 882 31 30%aO%-% 

9% 5% lACHldpsi 412 1* 9 116 8% 8% 8% +% 
23% r9%MX/ft» Ml 50 14 SD 22% 2% 22% -% 

6% 6%lfSGatMri 46* 43 10 6® 6% 8% 8% 

22% 1G HQ Prop IX 43 10 1® 22 «% 21% -% 

4S% 22% NQMQKXl 271412 38% 37% 37% -1 

27 12%tdadP(6 IB «2 28 25% 25% 

31%2I%MVta&px IX 11 14 248x31% 31 31% 


17% 6% 

21% 18% 

a% 15% MtaXXCx 
43 23%Ha®m 
4% 2% Uremia 
8*%2B%Uaco 
7 5 (Mm 

24% n%HsklV 
59% 37% taertr 
123 8*V IWMeL 
33 25%ttodW 
36% 26%MreeaC 
16% 10%HnW# 

9% B%MaretatPI 
*1% a*V arena 
20% 12% HdSd 
186142% MtaMdM 
32% 71% Haad 
20% 12 MM 
52% 40MsjCS 
22% 17%MqOB 
37% 15V KBM# 
27%140BUeOaktay 
33% 25>2 dkflni Z2 220 71 
31% 2B%McOBtae0 2X 87 


35X017% 16% 17 

252 18% 18 18% •% 

2324 <2% 41% 42% +% 

007 IS 15 183 35% 35% 36% 

OX 43 2*2033 28 27% 25 +% 

416 44 18 1167 35% 34% 35% +% 

420 50 M 657 3% 3% 3% +% 

OX 10 14 1036 33% 33% 33% -% 

OX 40 13 7 8% 6% 6% 

414 06 X 6® 23% 23 23% +% 

002 00 25 6385 56% 55% 55% +1 

160 30 19 1742 122 1Z1 121% +% 
11 2® 32% 32 32% 

OX 12 26 3804 36% 35% » 

OX 1.1 43 841 19% 18% 19 

476 70 151 D0% 0% 9V 

2X 47 11 38 n*1% 41 41% 

13 317 17% 17% 17% 

495 00 24 96 161 1® 161 
42* 49 18 6471 27% 26% 27% 

13 64 14% 14 14% 

IX 16 16 A 0 X <7 

004 19 16 1075 22 21% 22 

0*8 10 27 7150 36% 35% 36% 

OX 10 21 1® 25% 24% 2*% 

A 0 00 26% 

TO 0 00 29% 


+% 

+% 

+% 

+% 

-% 

-1% 


36% 17% ttOmknrx OX 1.0 IS 373 


54% 41 McOldd 
71% KtddMft# 
51% 37% UeOwH 
63% X 
61% *8% 

34% 28% 

40% 31V 
71% 44% 


X 37% X 
48% 


OX 00 2014578 46% 
a® 47 18 3672 68% 67V 86% +1% 
1.44 21 20 3158 u£% 51% 57% +V 
IX 10 3691X64% 62% 64% +% 

IX 11 16 884 58% 57% 57% -% 
444 U 15 740 34% 34% 34% 

203 7* 14 1316 36% X X-% 
QX 05 34 3690 7»% 89% 71% 


X 25% WdURClp OX 10 II 520030% 39% 39% 


62% 48% 

8% 8% Matter 
67 4*%MrecS 
99% 55% Mk* 

16 1% MereayFX 

60% SBVHareayG 

54% 30% HU 
99%40%Hrtjn* 

6 2%M» 

4% 3%MareUbtx 0X115 10 
18% 11% Ikdrtlre 12 


240 20 16 4476x64% B3 8*V 

004 90 242 9% 8% 9 +% 

1.14 2* 12 312 48% 46 48% 

IX 16 3128196 99% 97% 99% +2 

221 BIB 2% 2 2 -% 

1.18 19 16 149061% X 61% +1% 

05 10 24 395 50% 50% 50% 

IX 10 1212824 XI® 96% 101+4% 

5R74 5% 5% 5% 

32 4% 4% 4% ♦% 

A 0 X 17% 


17% 12% MtteoFd 002 30 4 12® 17% 17 17% +% 

75% 50% IOC hr x 016 02 17 13® 76% 77% 77% ♦% 

43% 1B% UotfTtt* Q1D 43 2651312 35% 33% 35% +1% 

4 VHdMftEK A OX 0 n 7 « 

II 7% WUnflx OX 47 21 » 10% 10% 10% +% 

18% 14%Mm&Vl IX 70 II 741 IP* 16% 16% -% 

23% 17% Mm Ol 0X30 11 A 0 dO 2D ■*■% 

47%33%IUr 0X 48 43 957 4* 43% 48% 

86% 61% ®M 112 20 23 44® 65% 84% 85% +% 

29% 16% HngeRas 24 6048 2S% 26 25% -% 

25% 23% Hearn A 0 do 24% 

23% 15% MU6VL# 046 22 57 «5 22% 21% 21% +% 

23% 15% IHieaB# OX IS SB ICC 22\ 21% 21% -% 

•% 5% MM 0»p 222679 7 6% 7 +% 

133% >07% tttf l 40* 32 17 5355131% 1X131% 

14% 6%MEtaeitt 600 14 13% 13% 

13 7% MxMii OX 14 67 8% 8% 6% -% 

43% 23Hntox OX 10 2SU5M 38% 37% 3B% +J 2 

23 20% MoUaft) IX 79 11 823 22% 2% 22% ■% 

9£ 5%Mankds) Bi 7% 73, 7% 

19% 16% MMB(n9 IX 41 9 43 18% 18% 18% 

22% 17 Mxn Corp 00* 49 716SK2) 2 22 22% +% 

W%73%tUL»> 33 39 14U 634(HB% 106% 109% +2% 

13 6% MugreGn 1.11146 2S2 10% 10»2 10% -% 


81% 89%W0talPPI 

5K 

05 


A 

0 

X 

77% 


20V 11% HOB Kp 

028 

U 

13 

2MuZ1% 

20% 

a 

ft 

8% 4% Hagen ft 




331 

«% 

6% 

8% 

ft 

09% *oV Kgns 

OX 

U 

11 

60S 

1/71 

X 

70% 

♦1% 

10% 6% MonWad 




549 

* 

9% 

6% 

ft 

44% 33%HWi 

ox 

15 

162344 

40% 

40% 

*0% 

ft 

66% 44%MMa 

0*6 

48 

3214072 

63% 

E% 

e% 

ft 

9% 8%i»wr* 

OX 

45 


421 

6% 

9V 

9% 


11% 10%ltamex 

473 

60 


V 

n% 

11% 

11% 

ft 

54%3B07HgfaO#x 

IX 

21 

IB 

447 

*6% 

47% 

<7% 

-1% 

a% UfabalXs 

416 

M 

a 

4310 

17 

15% 

16% 

ft 

14 lOMVRfa 

000 

10 

10 

112 

12% 

12% 

12% 

ft 


65 52% ft® Cup 
* 0 % Xlltaftrita 

401? a%«Cfle 
6* 43%Mcec 
X 28% tadcoai J 
19% 0% Nastme 
15% 9% RatAutoCr 
X%6*%ltaB6k 
24% l9%NtektaW)x 
6* *3% NdAoacm 
50% 30% HtOly 
47% zoVtatDdax 
22% 7% W Often 
44% 31% Hal Fuel 
44 36%wmata 
27% 13 HSU 

40V 31% MSan 
11 6% tax Sired 
26V XNdrea 
12% 8% UK 
56%52%lta«tarQ 
36V I7%H»nwa» 
36% 11% HetamEq 
22 % i 9 %NMdePNr 
5% 4% Now Am Mr 
22% 14 %HEtbBu»x 
40% 3IF&B8 

14% 11% Hntanr 
X% 26%Mnrtarfft 

25% 19%M(Rtaf4 
26% 20% RISK 
87% 20% MidgaNd 
36% 25NwW 
U% IS mM&x 
72%38%N*noSx 
G0% 38% Nmiix 
24% 16% NHBGapp ' 
88 £K8(ftB0 
10 % B%M®M 
76 31% Nfced 
40% 35VUnUi 
15% 7%Ktaa 
50 ZfiTj Ncttftx 
21 HVNDbWM 
15% 7% HonoEx 
6% 1% ftrtRo 
96% 7B%U66x 
67% «%ltar*H)* 
27(2 9% ttrtakbe 
38% B% K9i Forte 
25% 9%HW 
S3%44%NS*>w 
. 77 40% KT9b 

i% %Nonhgse 
64% 57% Wire 
38% 26% tktMPubx 
S30%tknres#( 
10 8 Km 

>2% s% Mourn 
«% 31% tads 
17 15%Mifeliaix 
B 45%taCap 
23% 16% HU Caret 
12% 11%UMMM)X 
H% 10%IKmiM( 
2ZI6%Nm^ 
50% 42 Must 


IX 10 12 19 X 
7026x43% 
004 06 70 416 38% 

475 1* 8 131 54% 
IX 17 16 1961 37% 

4 64 12% 

9 727 9% 

102 1.1 14Jt1E6o12J% 
IX 40 16 562 22% 
*05 66 12 106(66% 
IX 39 15 3338X50% 
OX 4B X 579 38% 
25 655 15% 
IX 33 14 1011 <2% 

100 50 17 86 30% 

7621 25% 
IX 11 16 430 89% 
8 48 0% 
007 43 19 819 2t 

151175 6% 
6X146 AD 

19 1248 27 

15 376 18% 
IX 73 11 662 20% 
0*8 93 3381 5 

OX 33 17 ® 21 

2X 47 10 6X 35% 
007 17 617 13% 

m si u a 28 % 

IX 42 16 315 23% 
IX 40 9 491 23% 
3110514 33% 
OK 10 22*41 036% 
a* 29 14 143 17% 
0*6 1.1 61 2422 44lj 
a* 1.1 51 9061 43% 
OX 44 7 63® 20% 
1® 9.1 AO 

12 XX 10% 
040 05 3316734 75% 
IX 45 13 571 30% 
57 341 1Z 
416 4* 2* 6BX -<2 
XSSX IS% 
098 10 72 1342 15% 
1® 4% 
2*0 29 14 11® 60% 
477 1* 14 870 54 

aio a* 14 118 re 

IX 20 14 ie®H30%. 
IX 80 9615 12% 

276 50 12 9» <7% 
052 47 3529® 76 

5 1® % 
IX 2.1 171613 78% 

IX 40 14 94 86% 

IX 23 18 4371 31% 
032 30 0 m B% 
24 2891DI2V 
0.16 0* 24 224 47% 

101 42 98 16% 

032 47 16 4812 46% 
OM 4.4 14 2® 21% 

476 «* 118 11%. 

064 6.1 179 10% 

040 20 0 46 10% 
236 40 17 6392 52% 


50% 60 +0| 

40% 43% +2% 
X 38% -% 
54 54% +% 
36% 37% -% 
12 12 -% 
9% 9% +% 
120123k* 2% 

22 22h -H 

65% 65% +2% 
SO 507, ♦% 
37% 37% J, 
14% 15 

42% 42% 

X 38% 

24% 35% 

38% 30% 

8 % 8 % 

20 % 21 
B% 9% 
a 56% 

28% a% 

17% 18 

20 % 20 % 

U4% 5 

20 % 20 % 

X X 
13% 13% 

26% 26% 

23% 23% 

23% 23% 

32% 38% 

35% 36% 

17% 17% 

42% 44% +1% 

42% 43% *1% 
2D% 20% +% 
X 39>a 
10 % 10 % 

72% 75% 

36% 30% 

11% 12 
36% »% -2% 
TO 19 
15 15% +% 
4 4% 

88% 89% +1% 
S^Sft % 
MV 24% 

a 89% 

12 12 % 

46% 47% 

73% 

rev re 

37% 37% 

50% 51% 

9% 9% 

12 % 12% 

47% 47% 

16% 10% 

47% 47% 

21 21% 

11 % 11 % 

10 % 10 % 

19 10% 

62% 52% 
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2 

-% 
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+% 

+% 

+% 

3 

*% 
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-% 

+% 


+% 

+% 

+% 


+v 

X 
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+% 

+% 
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9% 60HM &P 
36 iBVOekta® 

30% I8%0tert»* 

27% 20% OcgU* »« 
Z5%12%06WJW* 

23% 17% Open 

82 520X04.4 4.® 

M55%»ieHX* <X 
43%36%®teaE 208 

27% XOMReitt 0*4 
46 350KP* ia 
33%i3%auii oa 
32% 19% Oadart 007 
52% 3S%0Win* OX 
l8 % 14%®BfebU> OX 
30%20%0®* ji _ 

38% 2B%O®e0iCH* 3*0 
10% 9%OH*ftU5rDX 
9% 8%0 "®bO) a, ° 
37%33%0»98« 2X 
18% 12%0«gmS«* 058 
57% 42% Ms C*J 1.12 
Z7% I2%ft»*> „ 

2i%M%0dtaW 0* 
X%15%0*»* 1160 

15 9%awW« 018 
46% 360WMC OX 
S% 13%<MB6i 
27% uVOdanltod* 080 


-o- 

X 318 ft 

12 396 20% 

02 IS 1356 21 

30 13110S 28 

24142® 2ft 
8* 15 1066 19% 
45 10 BID 23 
70 A 0 
70 A 0 
43 13 406 42% 
10 10 789 27% 
30 6 1053 37% 
10X16*3 « 

42 461444 S0% 

12 22 109 *9% 

20 10 165 18% 
40 14 *57 3ft 
40 12 454 37% 
80 152 10% 

13 8 225 7% 
7211 ffi 3ft 
S3 15 «H 17 
1.7 11 3®nB7% 

136050 21% 
20 402 16% 

33 438 16% 

10 41 49 10% 
00 9 A 0 
16 613 24% 
12 17 02 »% 


6% ft 
20% Zft +% 
20V 20% 

25% 25V J* 

19% 19% -% 
19% 19% +•% 
22% 23 +% 

OS' » 

90 57% , 

41% 42% +% 

26V 26% "J* 

38V 3ft *% 
18% 18% , 
29% 30% +% 
48 4ft •% 
17% 19 +% 

2* ® 

37 37% +1% 
10 10 . 
7% 7% :-% 
35% 35% -% 
18% J«% *% 
BB% 6ft 
20 % 20 % ^ 
15% 15% -% 

16 1ft +% 
10 % 10 % 

X 44% -% 
24% 24% •% 
24% 2*V 


-P-Q- 

070 10 19 ISO «V «% »% 
132 24 13 2822 55% 5ft * ft 

10 31 13% 13% 13% +% 

1.16 70 57 15% 15% 1ft 

412 10 1« 12% 12% 1ft 

IX S2 1 2«67 20% »% 20% +% 

1*4 40 131701 31% 31 31% ft 

136 3.1 16 Z777 *0% 36V 40% .ft 

OX 1J 1012131 30% 35% 38% +% 

4X23 19 5633 24 23% » ft 

nx 23 ia «aei 4ft <3% *3V -% 

032 13 1* 98 34% 23% M -% 

2521 • ft ft ..ft -% 

ax 10 13 Z792 44% 43V 44% 

15 1101 38% 67% M% +% 

IX 70 10 5145 23 22V Z?% ft 

X 77 A 0 00 ®% . 

2X43 1* 33® 49 48% 48V ft 

232 5.1 39 56 45% 44% tft ft 

IX 10 X 4318 62% 8}%. 61% ft 

454 10 16 5® 31% 3ft 30% -1% 

ix 55 11 2® 34% 33% 34% ft - 

38V 23%Pte>BresM 021 01 21 1141 3ft 33% 34% ft 


4ft25%JW 
82% «%«!»* 
14% 9%PS6nx* 
15% 14 Pie A* be 

2ft io% PacSden 
22% IftPBW 
32%24%paead 
4)% a% Plate* 

a iftPHwr 

29% 19% PH 
47V 26% R»B>* 
37% 16% fart Bold 

11 ftPttdJr 
44% 31% Pondtax 
41% SPBitaeWi 
32% XVIbo&x 
65% SBPere«A0 

57 MPtaMT 
<5% 36%faoxBd 
63% 36% Pm® 

32% XPenHr 
37% 20% faOpCn 


85% 27%PtaH» 

75 37% PtoSo 
14% DVPeddnxFxi 
4% 3%P8nrtesaa 
37% SftPBOW 
96% 60% PSzerx 
23%21%P®£ 

44% 34%PtanU4# 
77% 54% PDotaO 


4*6 1* 4026349 32% 82 32V ft 

OX 00 16631177% 74% 76V +2% 

IX 90 m ® ift ift ’ft ft 
457114 12 49 ft ft ft ft 
0*8 1* 51 54 3ft 34% 3ft ft 
IX 1* 3215740 100% 96% 98% +®% 

20® » 22% 22% ft 

IX 20 5212047 38% 37% 38% ft 
r-*- 2X 21 10 1783 72% 71% 72% ft 
20% IftMEKtanx 00140 18 6120%»%20%ft 
128% 86%PMWr 4X 3J 173aH2<131% WV’jft +ft 
43%a%PWte*B 002 10 136747x43% 42% 43% +1% 
4ft 31%mrt( IX 30 123224 43% « 43% .ft 

15% 9%fWW a» 10 » 215 ’ft 1ft-’ “ ft 

6% 5%IWW>1 424 IT 15 241 7% 7% 7% 

10% ftnxttfaf a*8 52 1® 9% 6% 6% ft 

25V 20%PtadaanWG 1.16 40 14 1® 23% 23% 23% 
16%10%Pfff1tataX 4)6 00 18 476X16% 16% 18% ft - 
16 10% FWXWh 033 11 648(18% 17% 10 +% 

12% AFWreP OX 05 50 116X12% 11% 12 ft 

27% 2DFMOMI 1.® 70 10 121 25% 25% 25% ft 

27% 22 Ratgrtm 16 37 26% 26% 26% ft 

32% 26% HWCp * 1.10 30 13 634 31% 31% 31% ft 

3 T&RxMrft 022 49 10 537 25% Z% 25% ft 

73% <3% fart* 492 10 X 742 71% 70% 70% • ft 

14% 12% (total 086 70 X 13 12% 12% ft 

61% 41% PtnBjfl IX 20 X 2801 X63% 61% 63% +1% 

32% S%nBrx 410 0* 17 720 27% 26% 27 -% 

06% 36% mar A ax as 19 22B 51% 50% 51% ft 

30% 19% Racer Dm ox i.< 8125 21% 20% 21% ft 

16% 7hPbjterB 5311® 15% 15% 16% 

X% 22%ltonCrtekx2JM 72 6 654 028% 28% 26% ft 
18% 11%n|6erex 412 00 1® 14% 14% 14% ft 

60 39% PH Bp 0 20 04 11 1776 53% 52% 53% +1% 

43% 27% PNC fa IX 3.4 14 3479 n*4 42% 43% ft 

43% 24% Pop Fred x 412 00 36 4025 37 36 36V . ft 

46% 39% PM OX 1* 3101 44% 44% 44% ft 

55% 33KTMI 319 45% 45% 45% ft 

62% C% WreoBl 048 10 19 1® 45% 45% 45% ft 

17% 13Vte«6TM 476 5.1 3® 15% 14% 14% ft 

11% 8% Portae tac 002 20 19 ®A1% 11% 11% ft 
15% 11% MM OX 45 1® 15% 15% 15% 

60% OOPrtSd# 1*4 10 M 1004 81% 79% 80% 

45% 35%nrt( 1JD 09 20 493 43% 42% 43% 

27% 23% MSP IX 44 18 503 25% 25% 26% 

2621%PP3L 107 70 11 1838 23% 22% 23% 

51% 31% FtxMf 0.44 00 2311229 50% « 50 

54% 33%PiwttOB 424 45 22 636 53% 52% 52% 

81% IBPmsrt 032 1.4 2B 2384 22% 22 22% 

40Z1%Prtrik S 341 26% 26% 26% 

1% .'.PrtraHalP 1 18 Q % tt 

127% 79%PredG IX 1* 2IBB2IAa%125%129%+4% 
73% 40% Pppirefa 4240* 18 904 M 67% 57% ft 
35%20%JtonH« 2711® 34% 33% 34% 

42% 30%PratT# 472 1.7 15 270 uO 42 42% 

54 26% PUNCH 472 10 18 3® 53% 53% 53% 

®38%PHh# 1.10 20 12 21® X66 55% 55% 

62 5BP&Sta«4K 4X 60 . A 0 X X 

101 04% Pt&nCUx 7.15 72 A 0 00 100 


t 

1 


ft 

ft 


216 7J 11 1676 27% 27% 27% ft 
1 448 28 10 57® 11% 18% 18% ft 
008 32 27 420 27% Z7% 27% 

IX 72 13 11® 25% 25% 25% 

452 1.1 18 167 48% 47% 48% ft 
024 07 13 260 34% 32% 34% +1% 
*005 8.1 B5u10%10% 10% 

BW 7% 7%, 7*2 ft 

200 13% 13% 13% ‘ 

A 0 X 11 

164 6% 8% 8% ft 

475 X 7% 7% 

J4^2 34% +% 
18% 12%{kMtrStx 440 27 X1137 14% 14% 14% 

29% 1B% (ten# 0X 22 11 221 27% 26% 27 ft 

38% 30%CireeaMO 28 1® 36% 36% 36% ft 

41% 30% CboaH# 122 32 16 2® 38% 37% 37% ft 

38%2D%0rt*ITly OX 09 11 1311 039% 38% ®% ft 


32% 25% RMS 
20% 17% 

29% 11% 

2B®% . 

40%®% PH* 

34% Klldta 
10 % 9 % MH 
8 7% Ritantadfirx OX 80 
14% l2%PMM<rx4» 70 

11% io%taniKxare &g 

8% 7%PHMBdlatxOX 8.1 
8 7%fitareRarex OX 8* 

40% 30%0aeta0f 1.14 13 16 2239 34% 34% 34 


36% 22% I6J fere 
11% ftROCtaa 
83% SMPl 
18% 4%RBEaG(r 
8B% QRqetnx 
35% igReyJmiF 
41% 33% (barter 
38% 43%<tayfn 
61% 34ltaadanDA 
32% 14% ReaBOB 
50% 25%Racbck 
10% 6%RaHxa 
9% nnsarer 
44 31% RapaalMn 
96% 56 (tapd) NY 

37% 22%RManA 
17% 7%nreStare3 
17% 11% ted 
14% 9 fauna Cp 
30% IBVRorUIA 
64% 48% RayaW 
80% 50%faarePfarx 
42%27%HBsMd 
35% 25% RAW) 

28% 7%WH 
44% 19%Rrtef?HM 
23% 17%FkxME 
79% 57% Uadi 
2% HtaWflss 
19% 55 Wnflx 
® 14% Rata 

ft 1% 


M% 18% ROHsx 
13% 9%noHdiit.x 
30% 16%. Roux 
23% 9% Rom 
IXO^RDMl 
13V 11%lttrc(VH 

aft2r%wnotfx 

16% 10%M8cfc 
2*V 12% (Infanta 
®23%RauCpx 
3t%2Z% fades 
17% llVfaKHGre 


* R - 

008 10 11 123 35% 36% 35% +% 
1636 11% 11% 11% 

120 1.4 ana U83% 62% 63% ft 
IX 90 71 17% 17% 17V ft 

456 47 16 1046 66% 65% 85% ft 
0*4 12 11 2071 838% 36 38% +2% 

IX 3.1 . 646 38 17% 37% ft 

OX 1.7 T4 5794 47% 46% 47% ft 
IX 40 467 33% 38% 30% -ft 

22 sm 26V 26% 28% ft 
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2B17%fapiB 34 1573 20*8 20% 20% -% 
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M 0 9 a do 
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45%34%SHEM 1.78 48 121131 37% 35% 37 A 
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45% 13% SPX 040 09 656 45% 43% 44 *1% 
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10 107 24 
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i 21 11% 
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! 4 34 A 
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! 20 0 
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1 33 353 25% 
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I 17 B9 20*0 

12 1847 15% 

‘ » TOW 1/7% 

16 667 48% 
420 7 
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53% 53% A 

dO 11% 
d5% A 
9 8 % 

18% 19 

SB 56% A 
40% 4A A 
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17% 18 A 

00 23% 
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50 68 12% 
00814 4570u31% 
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16% 17 +% 

36% 36% -1% ; 
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ChgddMi 2332 2 ift ift -ft 

Ctanrtb 16 7 17% 17% 17% 

QxpsSTe 8 2565 13% 13 13% +% 
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WORLP STOCK MARKETS 

Dow fails 
to breach 
7,000 level 


AMERICAS 


The Dow Jones Industrial 
Average again struggled to 
make a definitive break 
above the psychologically 
important 7,000 level which 
it first breached last week, 
as traders returned to their 
desks after the Presidents' 
Day holiday on Monday, 
twites Tracy Corrigan in 
New York. 

At the end of morning 
trading^ the Dow Jones Aver- 
age stood at 6,994.73. up just 

5.77. 

The Standard & Poor's 500, 
which crossed the 800 point 
benchmark last Wednesday, 

US thrifts 

Share prices ($) 



managed to hold its ground 
just above that level at 
808.94. virually unchanged. 

However, in the first four 
days of last week, the Dow 
had climbed 167 points and 
the S & P had risen, more 
than 22 points. 

The technology-rich Nas- 
daq composite slipped 4.45 at 
1.362.74 while the Pacific 
Stock Exchange technology 
index, which con tains NYSE 
and Nasdaq issues, lost 0.5 
per cent 

In the absence of any fresh 
trading impetus, the market 
focused instead on a spate of 
bids, which encouraged 
patches of trading activity in 
an otherwise dull market. 

The market's tendency to 
adopt a favourable view of 


Mexico City hopes fade 


MEXICO CITY moved higher 
at the opening bell but. by 
mid-morning, sentiment that 
bad been buoyed on hopes of 
interest rate reductions and 
positive economic news, 
began to fade. 

At midsession the IP C 
index, which had put on 
more than 8 points at the 
opening, was off 1.92 at 
3,848.52. Dealers said that 
talk of a fall for money mar- 
ket rates persisted, but that 
investors were taking a more 
cautious stance. 

SANTIAGO stayed firm 
with continued buying from 


foreign funds lifting the 
IPSA index by 0.61 or 05 per 
cent to 115.81 at midsession. 
Electricity utilities were 
among the best of the morn- 
ing performers. Endesa was 
in demand, and Enersis rose 
more than 1 per cent to 270 
pesos. 

BUENOS AIRES looked 
like ending a run of seven 
straight upside days. At mid- 
session. the Merval index 
was off 5.69 at 728.5. 

SAN PAULO also eased 
with the Bovespa index 
down 329 at 87,832 at midses- 
slon. 


Industrials, golds lift Jo’burg 


Shares in Johannesburg 
continued to move higher 
with both industrials and 
gold in demand. The all- 
share index finished 51.7 
better at 7,094.2. 

Industrials put on 52.2 to 
8,368.1 and golds gained 
29.9 to 1,448.6. Dealers said 
tbat the market came off the 
top in late trading following 
a wobble for the rand, but 
that sentiment stayed firm. 

De Beers added R1.50 to 


R150 and South African 
Breweries rose R2 to R141.5. 
Golds gained from a stron- 
ger bullion price plus take- 
over news. 

Grootvlel rose R1.30 to 
R10.80 and Modderfontein 
22 cents to R212 on the bid 
from Harmony. Elsewhere 
among golds. Vaal Reefs 
rose R13 to R331 and Kloof 
jumped Rl.40 to R36.75. 
Western Areas ended at 
R56.75, up R1.75 


FINANCIAL TIMES 19 1221 

Swedish banks aflame with merger talk 


bids for the acquirer’s and 
the target's stock was again 
in evidence, particularly 
since most of yesterday’s 
deals were of the cost-cut- 
ting, consolidating variety. 

In the biggest deal of the 
day, HF Ahmanson’s share 
price rose $4 to $44% after it 
announced a $6bn merger 
with Great Western Finan- 
cial, another West Coast 
thrift. Its target fared even 
better, with a $10% leap to 
$40%. Ahmanson projected 
that it will close a quarter of 
its retail financial network 
as a result of the deal. 

Shares in AES Corp. a US 
power company, rose $2% to 
$64% an news of a $l-27bn 
deal for Destec, which also 
saw its share price rise $1% 
to $20%. 

In the hotels sector, Mar- 
riott International's share 
price rose $% to $56% after it 
agreed to buy Renaissance 
Hotel Group for around 
$lbn. 

In the rapidly consolidat- 
ing managed healthcare sec- 
tor, however, HealthSouth 
saw its share price slip $1% 
when it announced a bid for 
Horizon/CMS, in a stock 
swap valued at $1.6bn. Hori- 
zon's share price rose $2% to 
$16% on the news. 

TORONTO traded quietly 
for most of the morning ses- 
sion. There was little inspi- 
ration from Wall Street 
which made a slow start 
after the long weekend in 
the US. and dealers said 
Canadian volumes were well 
below average. At noon, the 
300 composite index was 
barely changed, showing a 
decline of 2.09 to 6,215.51. 

Bre-X Minerals continued 
to lose ground. Off 95 cents 
on Monday on news of the 
deal with Freeport-McMoRan 
Copper, the shares fell a fur- 
ther C$2.25 to C$20.75. Abtti- 
bi-Price. the paper group 
which is to merge with 
Stone Consolidated, rose 60 
cents to C$23.70 after Gold- 
man Sachs upgraded it to 
“outperform”. 


EUROPE 


Weaker US influences - a 
weaker dollar, Treasury 
bonds and a flat to lower 
Dow - left a number of 
bourses well off the top. 
However, there was some 
spice in banks: not in France 
or Italy, which had had then- 
share; but in Sweden, aflame 
with restructuring talk; in 
Norway, Denmark, the 
Netherlands and Germany. 

STOCKHOLM seemed to 
be in two minds. Engineer' 
mg, pharmaceuticals and 
forestries were weak, the lat- 
ter showing a fall of 1.85 per 
cent after recent gains; but 
banks soared by 5.3 per cent, 
the construction sector put 
on 3.5 per cent, and the 
AfSrsvtrlden general index 
came out ahead on balance, 
up x^ at an all time high of 
2.6&X. 

Swedbank and Forenings- 
banken, suspended on Mon- 
day. announced merger 
terms and rose by SECS) to 
SKT139.50, and SKr4.70 at 
SKr43-20 respectively. Nord- 
banken, following failed 
talks with S-E-Banken, said 
that the doors were still 
open on a possible merger 
with a future partner, and 
rose SKr20 to SKr255; and 
Handelsbanken. on a 33 per 
cent jump in profits, put on 
SKT6.50 at SKr207.50. 

Merger talks were the 
story in construction, too. 
where NCC and Siab decided 


FTSE Ac tuaries Snare- Indices 


Feb 18 
How* 


THE EUROPEAN SERIES 

Open 10.30 11.00 12.00 13.00 UdOO 1500 Ctaa 


FTSE EuiuoacfclOO 21740? 2180.18 2178.72 2178.43 217888 217820 2175JU 217287 
FTSE EBTO&Bdc 200 2204.69 2204.96 22D5S4 2202.20 2202.75 220215 220159 2196.41 


Feb 17 FA 14 Feb 13 Feb 12 


Mil 


ftse antra* ioo 

F1SE Bmba* 200 


216529 215187 2158.38 214339 213128 

21908S 219124 2183.79 217420 2164.68 

IP® pfflOWt TO - 71*1.6, 200 - 2317 10 lfl«tSr IB - 717227 20) 71*7 SI. t Pwtt 

e FTSE MMH IMU 1«7. « rtffc nnt 


to get together, and dosed 
SKrS.50 higher at SKr89.50, 
and SKrll better at SKr51 
respectively. 

Weak links included Erics* 
son Bs, down SKr4 at SKr2 46 
on mobile phone price wor- 
ries, and the bus and truck 
maker. Scania, which lost 
SKr5 at SKrl9l after a 44 per 
cent drop in profits. 

FRANKFURT’S Dax index 
paipp back from an all-time, 
intra-day high of 3J87.79 to 
dose 29.47 lower at 3,230.83 
as the dollar moved from a 
high of over DMl.TO to a iow 
of under DM1.69. Cychcals, 
flying high earlier this 
month, saw profit-taking. 
BMW dropped DM40.95 or 3.4 
per cent to DM1,153. 

Financials were mixed. 
Allianz, like BMW, seemed 
to regret some of its recent 
strength and fell DM124.50 or 
3.7 per cent to DM3,225. 
Banks showed relative 
strength as a sector and 
Deutsche was the most 
active stock, trading in 
DMI.Sbn within a DMULlbn 
German stock market total 


as the shares rase 70 pfg to 
DM87.80 on a better than 
expected rise in profits. 

However. Bayemverein, 
where profits had been less 
important than industry 
restructuring speculation, 
fell 95 pfg or 1.5 per cent to 
DM63.45 in spite of saying it 
had ambitious profit targets 
for 1997. 

Restructuring produced 
the biggest ibis gain of the 
day in Deutsche Babcock, 
the plant engineering group, 
soaring DM5.90 or 8.25 per 
cent to DM77.40 after it said 
a reorganisation might cut 
as many as 10.000 jobs, a 
third of the present work- 
force, by 1997-98. 

PARIS fell back in late 
trading to follow the dollar 
lower. Up 5 points with an 
hour to go. the CAC-40 fin- 
ished Off 16.96 at 2.617.52. 

The brighter spots among 
the leaders were Michelin, 
hit hard lately by depressing 
demand news from the 
motor sector, and Rbone- 
Poulenc. upgraded on Mon- 
day by Goldman Sachs. Poul- 


enc rose Fr3.90 to FFr199, 
and the tyre group rallied 
FFr14. 10 or 42 per cent to 
FFr35150. 

Usinor Sacilor was heavily 
traded on its 1996 results, 
which weighed in with a big 
dip in earnings but a less 
damaging than expected 
reduction for the dividend. 

The steel group was also 
relatively upbeat about pros- 
pects for the second half of 
1997. The shares jumped 
FFr2.70 to FFr87.20 in 3.7m 
traded, the heaviest single 
day’s volume since July. 

AMSTERDAM stayed 
firmly on the upside, under- 
pinned by strong bonds and 
a positive technical position 
ahead of Friday’s options 
expiries. The AEX climbed 
3.43 to 735.42, another 
all-time high. 

Unilever ran into profit- 
taking, but there was good 
US support for Philips and 
the flnanriais continued to 
bounce off the strength of 
Dutch debt markets. Philips 
gained FI 1.80 to FI 81.20. 
ABN-Amro added FI 2.60 to 
FI 135.20 and Aegon put on 
FiaOO to FI 124.80. 

Wolters Kluwer, the pub- 
lisher, notched op the sharp- 
est blue-chip advance of the 
session, rising FI 8.80 to 
FI 23650 in active trade on 
strong rumours of imminent 
corporate activity. 

Unilever, up almost 17 per 
cent in six sessions, eased 
FI 750 to FI 359.70. Hoogov- 



ens looked to take a 
short-term view of the 
results from Ustowr Sacilor, 
falling F1L10 to F17&10 OH 
the steeply lower 1996 profits 
from its French rival 

Ofce van der Grinten rose 
FI 2.00 to FI 242.30 after a 
round of broker earnings 
upgrades following Monday's 
strong results sta te m e nt. 

ZURICH reversed early 
game The SMI index shed 
23.9 at 4,490 after an intra- 
day high of 4.548.1. Profit- 
taking hit UBS, the bank los- 
ing SFr24 at SFrl.295 ahead 
of Friday’s results; similarly, 
SMH lost SFrSl or 32 per 
cent at SFr951 after the 
watchmaker's 3.7 per cent 
gain on Monday. 

MADRID, too. came back 
from early strength, the gen- 
eral index easing 0.66 to 


481.29 at the end. However, 
Telefonica lost no more 
ground after Monday’s Pta40 
fall, closing a token Pta5 
higher at Pta3,365. 

mtt.a N moved lower with 
the Mibtel real-time index 
closing off 123 at 12,238. Fiat 
was a weak feature, dipping 
L160 to L5.030 in spite of 
reports that the motor giant 
was about to end an eight- 
year hiring freeze. 

Among second liners, 
Mondadori caused an early 
upset with the announce- 
ment that Mr Paulo Fortin, 
its recently hired chief exec- 
utive, was to resign. The 
shares ended off LI, 376 at 

l j2 400, 

COPENHAGEN majored 
on banks. Den Danske rising 
DKrl5 to DKr580. and Uni- 
danmark DKr8 to DKi355 as 
the KFX index rose 1.54 to 
157.54, its ninth all-time high 
in 12 trading days. 

OSLO’S banks gained 3.4 
per cent on Stockholm- 
encouraged speculation 
about consolidation in Nor- 
way’s financial sector. The 
total Index peaked again. 
12.04 higher at 1.11432. 

L ISBON featured a gain of 
EsclOS or 17.6 per cent to 
EscTOO in the shipping com- 
pany. Lisnave, on restructur- 
ing speculation. The BVL 30 
index closed 1-20 up at a 
record high of 2,617.93. 

Written and edited by WBRam 
Cochrane and Jeffrey Brown 


Worries over Chinese leader weaken equities 


ASIA PACIFIC 


China stocks fell steeply on 
political worries as concern 
for the health of Deng Xiao- 
ping. the nation’s paramount 
leader, swept through 
SHAN GHAI and SHEN- 
ZHEN. 

Shanghai's bard currency 
B shares index came off 4.75 
or almost 7 per cent to 63.45. 
This was within a whisker of 
the day’s low. Volume in B 
shares was close to 20m. 

In Shenzhen, the B share 
index retreated 14.59 to 
137.72. “There is a wide- 
spread rumour that Deng is 
in a critical condition. This 
time it sounded very differ- 
ent from previous rumours, “ 
said one dealer. 

The rumours took hold as 
top Chinese officials can- 
celled provincial tours and 
returned to Beijing. 

TOKYO fell 1.5 per cent as 
profit-taking prevented equi- 
ties from improving on their 
best winning streak of the 
financial year, writes Jona- 
than Annells. 

The Nikkei 225 average fell 
279.90 to 18.470.75. its session 
low, after peaking at 
18,727.59. Investors cashed in 
on the rally which had 
boosted the benchmark 
index by over 980 points, or 
almost 5 per cent, over the 
five trading days to Mon- 
day's close. 

Although there was no 
particular trigger, brokers 
said the news that Moody's 
Investors Service, the credit 
rating agency, had placed 
the debt ratings of Nippon 
Credit Bank. Industrial Bank 
of Japan, and Long-Term 
Credit Bank of Japan on 
review for a possible down- 
grade had not helped senti- 
ment. 

With a market holiday in 
the United States on Mon- 
day. the lack of foreign buy- 
ing made it easier for profit- 
takers to drive prices lower. 

Rallies have lasted three 
to five days in the current 
financial year, but the mar- 


CbtaW 
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ket has not managed to rise 
for six consecutive sessions. 

Volume eased from 395m 
shares to an estimated 392m 
Declines outnumbered 
advances by 724 to 368 with 
152 unchanged. The Topix 
index of all first section 
stocks fell 12.62 to 1^81.12, 
and the capital-weighted 
Nikkei 300 by 2.77 to 265.14. 

In London, the LSE /Nikkei 
50 index rose 3.88 to 1431.77. 

Concern over the size of 
loan guarantees extended by 
the general contractors hurt 
the construction sector. 
Taisei ended Y33 lower at 
Y502, Shimizu by Y39 at 
Y721. and Obayashi by Y34 
at Y650. 

Profit-taking hit Sony, but 
even after tumbling Y200 to 
Y8.800, the electronics giant 
was still showing a gain of 
Y1.110 since the beginning of 
the calendar year. TDK fell 
Y170 to Y8.110, and Tokyo 
Electron plunged Y240 to 
Y2.450. Honda bucked the 
trend, adding Y20 to Y3.710, 
after pushing its all-time 
high to Y3.S00. 

The over-the-counter mar- 
ket ended down for the ninth 
session in a row. and for the 
24th time in 30 trading days 
this year, suggesting that 
the recent cutting of com- 
missions by brokers had not 
increased the high-risk mar- 
ket's appeal amid a general 
flight to quality. 


In Osaka, the OSE average 
fell 99.55 to 19,432.48 in vol- 
ume of 8&£m shares. 

BANGKOK continued to 
slide lower with worries 
about rising interest rates 
applying additional down- 
side pressure to an already 
severely weakened market 

At the close, the SET 
index was off 8.05 or l.l per 
cent at 700.15 as interest rate 
concern undermined the 
important financial sectors. 
Turnover stayed modest at 
Bt2.8bn- 

S witching out of financials 
helped lift Thai Telephone 
and National Petrochemical, 
which rose Bt2 to Bt23.25 
and Bt2 to Bt22-25 respec- 
tively. Bangkok Bank lost 
Bt3 to Btl64. 


TAIPEI had a see-saw day 
in heavy volume. The 
weighted index plunged 
more than 162 points at the 
opening, but clawed back 
later in the session to close 
off 45.15 at 7,642.03. Turnover 
was T$139hn. 

Financials lost most 
ground. China Development 
shed TJ3.50 or 3J per cent to 
T$104_ There was support for 
electronics. Acer gained T$3 
or 5.1 per cent to T$61.50. 

JAKARTA clawed above 
700 on the composite index 
shortly after the opening 
bell, but then spent the rest 
of the session drifting lower. 
At the close, the index was 
off 6.55 or 0.9 per cent at 
69522. 

Sentiment was partly 


unsettled by the fall in 
regional markets following 
reports that the health of the 
Chinese leader was deterior- 
ating. 

BOMBAY succumbed to 
profit-taking and the 30- 
share index dropped 50.44 or 
L4 per cent to 3,58029. 

Foreign investors stayed 
out of the market but there 
was heavy selling by locals 
ami d speculation on the 
shape of the upcoming bud- 
get, due at the end of the 
month. 

ITC, the tobacco conglom- 
erate, fell RS1025 to RS41625 
and Tisco came off RS3.75 to 
Rsl96. 

SINGAPORE lost ground 
with the Straits Times index 
retreating 26.31 or 1.2 per 


cent to 2229.79. Dealers said 
the big negative was the 
political uncertainty in 
China. 

SEOUL consolidated, and 
blamed the inter-Korean 
issue and the Hanbo loan 
scandal as the composite 
index fell 5.99 to 70624. 

KARACHI ended 225 per 
cent higher on the first day 
of a new account, with blue 
chips gaining ground and 
speculative buying lifting 
second-tier stocks. 

The KSE 100 index rose 
38.86 to 1,766.77. Engro 
Chemical Pakistan, a blue 
chip, jumped PRs6 to PRsl66, 
on expectations that it 
would announce good 
results for 1996 today. 
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The Korea-Europe Fund Limited 
Interim Results 

The Directors of The Korea-Europe Fund Limited announce the unaudited interim results for the 
six months ended 31 December 1996. 

Six months ended Six months ended 

31 Peremtar 199$ 31 Peremter 1995 

Revenue Capital Total Return Revenue Capital Total Return 

$’000 $’000 $’000 $’000 $’000 $’000 

Realised ( losses )/gains on sales - (5.900) (5,900) - 12,935 12,935 

Unrealised losses - (80,159) (80,159) - (4,938) (4,938) 

(Losses)/gains on investments 


(86,059) 

(86,059) 


7,997 

7,997 

Dividend Income 

274 

- 

274 

37 

_ 

37 

Interest from bonds 

377 

- 

377 

386 

- 

386 

Bank deposit interest 

170 

- 

170 

37 

- 

37 

Gross revenue and capital 

821 

(86,059) 

(85,238) 

460 

7,997 

8,457 

(losses)/gains 







Management Fees 

(991) 

- 

(991) 

(1,105) 

. 

(1,105) 

Other expenses 

(604) 

- 

(604) 

(616) 

- 

(616) 

<Deficit)/return before finance 

(774) 

(86.059) 

(86,833) 

(1-26D 

7,997 

6,736 

costs and taxation 







Interest payable 

(56) 

- 

(56) 

- 

- 

- 

( Deficit )/Retum on ordinary 

(830) 

(86.059) 

(86,889) 

(1-261) 

7.997 

6,736 

activities before taxation 







Tax on ordinary activities 

(73) 

- 

(73) 

(68) 

- 

(68) 

(Deficit) / Return attributable to 

(903) 

(86,059) 

(86,962) 

(1,329) 

7.997 

6,668 

equity shareholders 







Dividend 

- 

- 

• - 

- 

- 

_ 

Transfer (from)/to reserves 

(903) 

(86.059) 

(86,962) 

(1.329) 

7,997 

6,668 

(Deficitl/return per ordinary 

(2.23) 

(212.52) 

(214.75) 

(3.78) 

22.75 

18.97 

share 

cents 

cents 

cents 

cents 

cents 

cents 

ASSETS 



At 

At 





31 -December- 19% 

30 June 1996 





$’000 

$’000 



Fixed Assets 


250,903 

270,856 


Net Current Assets 



8,298 

4,987 


Net Assets 



159201 

-275,845 


Net asset value per share 

— 

$6.40 

—..$7,85 


.. - 

The Interim Report will be 

sent by 

mail to 

Shareholders at 

their registered addresses :on 

2S February 1997. Copies of the Interim Report will be made available from 28 February 1997 at Senator 1 

House, 85 Queen Victoria Street, London EC4V 4EJ. 
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FINANCIAL TIMES SURVEY 



There were bright expectations six years ago when 
Europe's poorest country emerged from a 
communist regime's repression. Now those hopes 
are in tatters, report Kevin Done and Kerin Hope 

Progress shown to 
have a thin veneer 


A lbania’s President Sali 
Berisha is reaping the 
whirlwind. After a 
reckless 12 months in which 
his ruling Democratic party 
staged deeply-flawed general 
elections to consolidate its 
hold on power, the country 
has been plunged I nto tur- 
moil again by the collapse of 
a string of fraudulent pyra- 
mid finance schemes. 

Weeks of violent clashes 
between police and desper- 
ate investors, many of whom 
have lost their life’s savings, 
have led to the authorities 
losing control of several 
towns in the south of the 
country as public buildings 
and local offices of the Dem- 
ocratic party have been 
attacked and burned. 

“The government turned a 
blind eye to these schemes 
because it wanted to be re- 
elected. The population was 
happy - they were getting 
money from heaven - and 
the government did not want 
to rock that boat,” says a 
leading western financial 
official Savers were encour- 
aged to invest by the close 
identification of some of the 
deposit-taking companies 
with the Democratic party 
during last year's election 
campaign. 

Albania suffered worse 
repression than any country 
in former communist eastern 
Europe, and emerged chaoti- 
cally into the modem world 
in 1991 with scarcely any of 
the structures that a western 
state takes for granted. 

The pyramid schemes’ col- 
lapse is exposing just how 
thin has been the veneer of 
the country's progress in the 


past six years towards build- 
ing the institutions of a plu- 
ralist democracy and a free 
market economy. The tur- 
moil raises fresh doubts 
about Albania’s ability to 
overcome the legacy of its 
past and to cope with the 
rigours of transition as tt 
tries to achieve its long-term 
goals of joining Nato and the 
European Union. 

The chaos poses awkward 
questions, too, for western 
countries, whose backing of 
Mr Berisha has helped hjm 
to consolidate a regime 
which has become increas- 
ingly authoritarian and 
undemocratic. 

In the first years of h is 
presidency, the former cardi- 
ologist and Communist party 
member was able to count 
on unquestioning support 
from his allies in the US and 
in the European Union. Anx- 
ious to avoid Albania being 
sucked into the deeper con- 
flicts of surrounding Bal- 
kans and the war being 
waged in neighbouring for- 
mer Yugoslavia, they chose 
to see him as a bulwark of 
democracy in the region. 

Daring the first half of the 
1990s Albania appeared to 
have become an island of 
surprising stability in the 
Rnitran cauldron. But as the 
first signs of economic recov- 
ery began to emerge, the 
country was also becoming 
caught up in a growing law- 
lessness, which the fledgling 
institutions of a newly demo- 
cratic state have been hard- 
pressed to counter. 

C orrupti on is endemic in 
Europe’s poorest country, 
where average public sector 


wages are less than $100 a 
month, where grass domes- 
tic product per capita at 
around $850 Is on a par with 
many African countries, and 
where the economy is kept 
afloat only by the inflow of 
hundreds of millions of dol- 
lars a year from Albanians 
working abroad and from 
foreign aid, most impor- 
tantly from the European 
Union, Italy, the World 
Bank. Germany and the US. 

Illegal activities, ranging 
from drugs and arms traf- 
ficking to the movement of 
clandestine immigrants 
across the Adriatic to Italy, 
have been able to flourish In 
an environment supported 
by widespread smuggling, in 
particular of oil, into neigh- 
bouring Montenegro and 
Serbia during the years of 
UN sanctions on Yugoslavia. 

The foundations of the 
first pyramid schemes were 
laid four to five years ago in 
a country lacking a function- 
ing b anking system and in 
which the majority of finan- 
cial transactions were car- 
ried on through informal 
channels, encouraging the 
use of the schemes for 
money laundering. 

The real pyramid scheme 
“mania" only developed dur- 
ing 1996. however, as the 
government, intent on gain- 
ing re-election, chose to 
ignore central bank warn- 
ings of their dangerous 
growth. 

New schemes were 
formed, competition drove 
up interest rates, and some 
Albanians began to sell their 
homes, land or livestock to 
take advantage of promises 
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Government and constitution 
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ftsne mtrtiMer AMae a dur Watol 
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from so-called charitable 
foundations to double their 
money in just two to three 
months. 

The collapse of the 
schemes, which is still under 
way, is causing the loss of 
hundreds of millions of dol- 
lars in household savings 
and is plunging many Alba- 
nians back into the poverty 
of the early 1990s. 

“These were the funds 
that should have gone into 
creating small businesses 
or paid for stakes 
in companies being priva- 
tised. They should have been 
captured in savings accounts 
or gone into new housing," 


Wednesday February 19 1997 


■ National legislature 
U race j n enfl People's AatmUfy of 140 
i wwfctw; 115 seals ere contested by 
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1998* 

1907* 

Total GOP. currant prices ($bn) 

‘ 2.74 

3.32 

Real GOP growth (annual 96 change) 

8.7 

7.7 

GDP per hand® 

820:” 

■991 

Inflation, average {annual 95 change In CPi) 

12 2 

176 

Real wages (annual 96 change) 

9.T 

72 

industrial production (annual 96 change) 

8.7 

8.5 

Unemployment rate, year-end (96 of workforce) 

8.4 

8£ 

Foreign Direct Investment pm) 

140 

180 

Government budget balance {% of GDP) 

-6.5 » 

-73 

Gross oonveitibia currency debt ($tri) 

804 

940 

Current accoutt balance (Srr) 

-190 

-230 

Exports (Sm) 

287 

373 

imports (5m) 

914 

1,083 

Trade balance (Sm) 

-627 

-710 


Man trading partners (Jan-Sept 1995) 


51. 1M '•'■j. 



Exports 


says a foreign banker. 

The failure to act earlier to 
halt the growth of the pyra- 
mid schemes and to create 
sound financial institutions 
in place of the creaking 
state-owned banks is also 
part of a wider malaise. 

Concern on issues such as 
the undermining of the inde- 
pendence of the judiciary 
and intimidation of the 
media, has been growing for 
months, but it was file con- 
duct of last year’s general 
elections that finally set 
alarm bells ringing in some 
western capitals, in particu- 
lar in Washington. 

The election was widely 


condemned by in ternational 

observers amid allegations 
from the opposition parties 
of far-reaching ballot-rig- 
ging. intimidation and vio- 
lence. 

The recently-published US 
human rights report says 
that “the flawed May elec- 
tions, coining at a time of 
further government pressure 
on the judiciary and the 
press, were major steps 
backwards for democracy". 
According to the US study, 
organised crime has surged, 
the government’s human 
rights record bas worsened, 
while the judiciary is “ham- 
pered by political pressures. 


IN THIS survey: 


• The economy 
Banking 

P2 

• Politics 


Pyramkl schemes 

P3 

• Defence 


Oil Industry ~ 

P4 

• Infrastructure 

Tirana 

R5 

• Privatisation - 


Foreign aid 

:** 


Insufficient resources, inex- 
perience. patronage and cor- 
ruption’’. 

Less than two years ago, 
Albania was the Interna- 
tional Monetary Fund’s 
model pupil, with inflation 
down to 6 per cent and eco- 
nomic growth outstripping 
any other country in former 
communist eastern Europe. 
Those gains had already 
started to slip away in last 
year's fateful election year 
as the government began to 
lose control of the budget 
deficit, inflation started to 
rise, and the momentum of 
reform and privatisation was 
lost 


Production editor: 
tan MacDonald 


Now the challenge facing 
Mr Berisha has taken on for- 
midable dimensions. He him- 
self faces the hurdle of re- 
election. probably in April, 
albeit by a parliament in 
which his party holds 
unchallenged sway. 

The fragmented opposition 
parties are seeking to rally 
their forces In the newly-cre- 
ated Forum for Democracy, 
which is calling for the for- 
mation of a “technical gov- 
ernment" and for the hold- 
ing of fresh elections. But 
with the main opposition 
Socialist party itself suffer- 
ing from deep internal divi- 
sions, the opposition has yet 
to show that it can exploit 
popular anger with the 
Berisha regime. 

Western countries, the 
main aid donors to Albania, 
are still floundering in their 
response to the current cri- 
sis. 

The European Union is 
split, with some northern 
European states keen to 
exert pressure on Mr Berisha 
by cutting aid contributions, 
while close neighbours such 
as Greece and Italy, vulnera- 
ble to a mass exodus of ille- 
gal Alb anian immi grants, 
are anxious to take a softer 
line. 

The US has reversed its 
former policy of unwavering 
support for Mr Berisha. It is 
still calling for round-table 
talks with the opposition, 
the drafting of a new consti- 
tution. and the holding of 
fresh elections. 

Mr Berisha’s most press- 
ing need is to restore calm to 
the streets. So far he has 
avoided the temptation of 
ordering a government bail- 
out, with the likelihood of 
triggering hyperinflation. 
But that stark risk remains. 
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THE ECONOMY • by Kevin Done 


Foundations exposed by pyramids’ collapse 

W JL W n r fjnp. 


The failure of 
get-rich-quick 
schemes casts a 
further dark cloud 
over prospects 


Mr Arflian Bano is a partner 
In a fashionable clothes 
store m.Tjrana_ He is a medi- 
cal doctor by training, but 
financial pressures forced 
him into business just under 
two years ago. The Tirana 
store, Nino Vi tali Creations, 
Is the third shop he has 
opened with his Albanian 
and Greek partners. 

Suddenly, the fixture of 
this fledgling business, along 
with much of the Albanian 
economy, has been cast into 
doubt. The collapse of the 
pyramid finance schemes is 
having a drastic impact on 
trade. 

“Business is down to 40 
per cent of what It was in 
November." he says. “People 
were living off their interest 
before, but now they are 
shocked, they are waiting. 
The situation is difficult. 
People don't have money to 
spend. Purchasing power is 
low so we need a very long 
time to turn over stock." 

Lauded less than two 
years ago by many western 
financial observers as one of 
the models of transition in 
eastern Europe, the Alba- 
nian economy has left the 
rails during the past 12 
months, . and economists 
both in Albania and in west- 
ern capitals are deeply 
uncertain about its pros- 


pects. Its last economic sup- 
port package from the Inter- 
national Monetary Fund 
lapsed in mid-1995 after the 
first two years of a three- 
year deal, and it still faces 
painful negotiations to 
secure a new agreement this 
year. 

The fast growth in gross 
domestic product achieved 
during the past four years 
has come from a very low 
base. Albania Is the poorest 
country in Europe, with a 
level of development compa- 
rable with many countries in 
Africa. With a GDP per cap- 
ita of around $900 and an 
average monthly wage of 
some $80, it was not in 
robust shape to withstand 
the devastating losses of 
savings inflicted by the col- 
lapse of the pyramid finance 
schemes. 

The process of unravelling 
these schemes is still far 
from over, and it is too early 
to assess the extent of the 
damage infli cted on the 
economy. The signs of con- 
cern are already evident, 
however. 

The currency, for several 
years one of the most stable 
in eastern Europe, has been 
devalued by around 25 per 
cent since the beginning of 
the year as confidence has 
ebbed in the foreign 
exchange market. 

The rate of inflation is ris- 
ing, and had already climbed 
to around 18 per cent year- 
on-year in December from 
only 6 per cent a year ear- 
lier. 

The budget deficit is under 


heavy pressure, with the 
domestically-financed deficit 
rising to 10 per cent of GDP 
last year from 7 per cent In 
1995. 

For the moment, the gov- 
ernment still has no budget 
in place for 1997 and is oper- 
ating on an emergency one 
for the first three months of 
the year. At one point in 
1996 the excesses of election 
year had taken such a toll on 
economic management that 
the government resorted to 
financing itself on a zero 
Interest overdraft from the 
state-owned banks. 

Little can be determined 
on the economic front until 
the government succeeds in 
resolving the immediate 
challenge it faces on the 
streets of cities across the 
country, where for the 
moment it appears to be los- 
ing the fight to maintain 
public order in places like 
the southern port city of 
Vlora. 

The ultimate price of pay- 
ing off demonstrators and 
restoring calm through some 
type of government bail-out 
of devastated savers could 
easily take Albania into a 
spiral of hyperinflation. 

So far. President Sali 
Berisha has held the line 
against calls for a state-fi- 
nanced rescue of depositors. 
But the ultimate trade-off 
between restoring peace on 
the streets by resorting to 
the government money 
printing press, or confront- 
ing civil disorder while 
maintaining some control of 
monetary and fiscal policies. 


— ^ 



Swift thtostim 


1996 


1997 


Is yet to be resolved. 

“The effects of the crash of 
the pyramid schemes will be 
quite severe.” says one lead- 
ing western financial nFfirial 
“They must collapse, but it 
is very tricky for the govern- 
ment No one wants to be 
blamed. Now it is a question 
of damage control. 

“A lot of people have lost 
all of their money. They 
must rebuild their savings. 
The effect on the economy 
could be a big shock, with a 
contraction of activity. 
Growth will slow as a result 
It is vital the government 
does not undertake any bail- 
out but the pressure for a 
ball-out is huge." 

Mr Rid van Bode, who was 
appointed finance minister 
in July last year, insists that 
“to date we have not put 
new money into rimilation. 
We have not thought to give 
money to people who have 
deposited in schemes that 


have collapsed without 
assets." 

He admits that the col- 
lapse of the schemes “win 
hit consumption, will cause 

infla tion", but he maintains 

that there could also be a 
positive long-term impact as 
the country overcomes the 
collective mania of last year. 
“It could be positive, because 
people will want to be more 
responsible and will want to 
work and be more careful 
with their money and not 
just invest in such fraudu- 
lent schemes that were illu- 
sions." 

For the moment, govern- 
ment forecasts for 1997 are 
in tatters. The target had 
been to reduce the rate of 
inflation to around 10 per 
cent year-on-year by Decem- 
ber and to achieve another 
year of double digit growth 
in gross domestic product. 
“All this must now be 
revised by the effects of the 


crisis,” says Mr Edmond 
Leka, director of the govern- 
ment's department for eco- 
nomic development and for- 
eign aid co-ordination. 

Albanian government data 
suggest that GDP growth 
was as high as 14 per cent 
last year, following growth 
of 13L3 per cent in 1995, 8.3 
per cent In 1994 and 9.6 per 
cent in 1993, when the coun- 
try began its painful Himh 
out of the chaos of the early 
1990s following the collapse 
of communism. 

Western financial observ- 
ers believe that these figures 
are grossly exaggerated, but 
IMF estimates of growth of S 
to 9 per cent in 1996 would 
still place Albania among 
the fastest expanding econo- 
mies of eastern Europe. 

Agriculture still accounts 
for more than 50 per cent of 
Albanian economic output, 
but Mr Leka maintains that 
its role as the engine of 


growth in the early years of 
recovery in the mid-1990s 
has now been overtaken by 
expansion in services and 
construction and, for the 
first time last year, by indus- 
try. 

Government estimates, 
which can be used to suggest 
trends if not actual perfor- 
mance. show that construc- 
tion output jumped by 18.3 
per cent last year, with ser- 
vices growing by 25 per cent 
and industrial output by 15-8 
per cent. Previously, In the 
turmoil of transition and 
with the closure of 'many 
state-owned heavy indus- 
tries, the share of industry 
in GDP had declined from 41 
per cent in 1989 to around 
11.9 per cent last year, 
according to Mr Leka. 

The share of agriculture 
grew from 35.5 per cent in 
1989 to 52.3 per cent last 
year, with more than half of 
the population still living in 
rural areas, and many 
engaged in subsistence , agri- 
culture. Last year, construc- 
tion accounted for around 
10.7 per cent of GDP and ser- 
vices for 22 per cent, up from 
13 per cent in 1989. 

Despite the relative eco- 
nomic success of the three 
years from 1993 to 1995, the 
foundations of the Albanian 
economy remained fragile at 
best, and they now ^tand 
dangerously exposed by the 
collapse of the pyramid 
schemes. -y . 

Albania is overwhelmingly 
dependent on imports for its 
survival It runs a trade defi- 
cit equivalent to more than 


20 per cent of GDP, with 
imports (estimated last year 
at around $900m) running 
more than three times the 

size of exports. The only way 

that the country stays afloat 
is through the foreign finan- 
cing it receives firstly from 
the remitances of the hun- 
dreds of thousands of Alba- 
nians who fled the country 
in the early 1990s in search 
of work, and secondly from 

foreign aid. 

The current account defi- 
cit is estimated to have 
totalled 7 to 8 per cent of 
GDP at around $200m last 


year. 

Remi tances are believed to 
have totalled around $300m 
qnnnaTiy in recent years, but 
western officials suggest the 
amount could have reached 
$4Q0m last year in the final 
n ^gnia of pyramid scheme 

investment 

If this flow were now to be 
seriously curtailed, Albania 
could rapidly face a growing 
balance of payments crisis. 
The foreign exchange 
reserves of the Bank of 
Albania had held steady 
until recent weeks at around 
$280m, but it has begun to 
intervene quite heavily to 
support the currency, the 
lek, in the foreign exchange 
markets. 

“The imm ediate prospect 
is for a lot of turmoil in 
Albania," says a leading 
western financial official. 
“We are not talking about a 
balance of payments crisis 
yet, but things can move 
very fast" 

• Foreign aid. Page 6 


BANKING • by Kevin Done 


Lack of trust, lack of services 


Investments by 
Greeks offer hope 
of putting 
troubled sector 
on its feet 


The absence of a properly- 
functioning banking system 
has been one of the key 
institutional deficiencies 
that has dogged Albania's 
turbulent emergence from 
communism. 

The lack of trust in the 
state-owned h anks and these 
Institutions’ inability to 
develop modern hanking ser- 
vices have provided fertile 
ground for the development 
of informal financial mar- 
kets and for the setting up of 
the string of pyramid 
finance schemes, whose pro- 
gressive collapse has now 
plunged Albania into a polit- 
ical and financial crisis. 

Some hopeful signs have 
emerged in recent months, 
however, with the belated 
entry of several foreign 
banks Into Albania. Led by 
three leading Greek banks - 
Piraeus Bank, National Bank 
of Greece, and Alpha Credit 
Bank - the arrival of these 


Institutions finally promises 
to provide competition for 
the state-owned b anks with 
the provision of modem, effi- 
cient services. 

Bank of Albania, the cen- 
tral bank, remains under 
heavy pressure on the licen- 
sing and supervisory front, 
however, with applications 
for banking licences having 
also been filed by some lead- 
ing deposit -taking compa- 
nies, such as Vefa Holding, 
which at the same time Eire 
under Investigation for oper- 
ating as pyramid schemes. 

The lack of progress in 
restructuring and in privat- 
ising the three state-owned 
banks - Savings Bank, 
National Commercial Bank, 
and Rural Commercial Bank 
- is providing a grotring 
source of friction between 
the Albanian government 
and the international finan- 
cial institutions. 

A firm commitment to 
reform of the sector is expec- 
ted to be one of the key con- 
ditions on which the Interna- 
tional Monetary Fund will 
insist before it is ready to 
sign any new economic sup- 
port package for Albania. 


Rural Commercial Bank 
and National Commercial 
R ank in particular are bur- 
dened by a heavy weight of 
non-performing loans, which 
have reached as high as 60 
per cent of the loan portfolio 
at the Rural, according to Mr 
Ridvan Bode, finance minis- 
ter. 

“We will try to sell these 
banks to strategic investors, 
foreign or Albanian,” says 
Mr Bode, “but this process 
has not gone so well because 
of the pyramid schemes.” 

Mr Bode says the IMF is 
pressing for the privatisation 
or closure of Rural Commer- 
cial during 1997, with similar 
action to be taken on 
National Commercial next 


year. 

Concerns about the state 
of Rural Commercial have 
reached such a point that 
the European Union has 
Insisted on moving funds for 
an agricultural project away 
from the bank to the Savings 
Bank. Hie World Bank h as 
concerns about the operation 
of three of its credit lines 
with the deteriorating finan- 
cial management of Rural 
Commercial. 


A recent study by PlanE- 
eon, the US-based economic 
analysts, said that 
“Albania's two-tiered bank- 
ing system is the least devel- 
oped in the region. A major- 
ity of finan cial transfers take 
place outside the formal 
h anking sector. B anks sim- 
ply have not developed the 
capability or credibility to 
attract Albania’s financial 
resources... Albania’s finan- 
cial system is not yet capa- 
ble of penalising borrowers 
who are delinquent on loans. 
Reports have also surfaced 
about government officials 
abusing their positions to 
receive credits that are not 
guaranteed with collateral”. 

Mr Bode insists that the 
government is now commit- 
ted to its recently-announced 
timetable for completing the 
privatisation of state-owned 
banks by 2000. 

"We are restructuring," he 
says. "The problem we are 
faring is the recapitalisation 
of these banks because they 
have many bad loans and 
losses." 

The present restrarturing 
plan calls for the number of 
branches of Rural Commer- 



INCAT 


TOTAL CAPABILITY 


OILFIELD CONSTRUCTION + 
RELATED SERVICES 


ENVIRONMENTAL CLEAN UP 
FACILITIES 

CIVIL ENGINEERING 
ROAD CONSTRUCTION 


WATER & SEWAGE 
TREATMENT FACILITIES 


PIPELINES AND 
RELATED FACILITIES 


TRADING + TRANSPORT 
CONSTRUCTION MATERIALS 




ALBANIA • ANGOLA - ZAIRE • GABON 

ESTONIA • EQUATORIAL GUINEA 


INCAT GROUP 
BUILDING WITH ALBANIA 
TOWARDS THE 21 ST CENTURY 


INCAT 

(ALBANIA) LID 


PO BOX 1434 TIRANA, ALBANIA 
VILLA No 5/ DURRES BEACH, DURRES, ALBANIA 
TEL/FAX: + 355 522 3855 
MANAGER MRS SIMONA BRAQ 


INCAT GROUP, 

29 HILL ST, ST HEUER, JERSEY G 
TEL +44 (Q) 1534 58859 FAX +44 (0) 1534 58834 


rial to be reduced from 33 to 
nine and the number of 
National Commercial 
branches to be cut from 32 to 
eight, with the closure of the 
loss-making units. All state 
budget functions carried out 
by these two banks are 
to be transferred to Savings 

Bank 

Western bankers, however, 
remain sceptical about the 
possibility of attracting for- 
eign strategic investors to 
take over either bank. “Why 
buy an. Albanian bank? 
There is no attraction in 
staff, buildings, know-how or 
assets,” says one foreign 
banker who has studied the 
market closely. 

The Greek banks which 
are entering the Albanian 
market believe that there 
are attractive business 
opportunities for new arriv- 
als, however. 

“They are trying hard to 
establish a banking system,” 
says Mr Byron Pitsilides, 
general manager of Tirana 
Bank, which opened as a 
subsidiary of Piraeus Bank 
last September. “The coun- 
try has a potential for devel- 
opment from tourism to con- 
struction and light industry 
and manufacturing. The 
place is small; the ones that 
come first will do the busi- 


ness. 

Tirana Bank is already 
doubling its initial start-up 
capital from $2m to $4m. 
with further increases under 
consideration, says Mr Pitsi- 
lides. Two more branches 
are planned for this year in 
the oil town of Fier and pos- 
sibly in Gjirokastra in the 
south or In the port city of 
Durres. “We eventually plan 
eight branches under pres- 
ent circumstances, but we 
could go higher,” he says. 

Mr Alexandras Katsiouris, 
manager of the Tirana 
branch of National Bank of 
Greece, which opened in 
November, expects to attract 
business both from the grow- 
ing number of Greek busi- 
nesses operating in Albania 
and from the very large 
number of Albanians work- 
ing in Greece. 
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Feeling the cold again 


Mr Eristaq Lunikn’s slight 
boyish frame has become 
bent under the unremitting 
strain of confronting 
Albania’s worst financial 
crisis. 

No one has straggled 
harder than the 34-year-old 
central bank governor to 
end bis country’s 
poverty-stricken isolation 
from the rest of Europe and 
to build a modern 
monetary system with 
efficient well-supervised 
banks. 

But in recent weeks, at 
times with armed soldiers 
protecting the Bank of 
Albania in the face of riots 
triggered by the collapse of 
a 'string of pyramid finance 
schemes, he has been in . 
despairing mood, and tte 
bank has appeared 
dangerously isolated. 

*T work like a dog for 
years, and now this 
happens. It is blood 
running into the sand,” he 
says as he contemplates the 
undermining of his efforts 
to build the country's 
financial system from 
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Kristaq Lunilac has earned the 
respect of his pepre world w ide 


scratch and to establish 
monetary stability. 

The inflation rate, 
reduced to 6 per cent 
year -on-year at the end of 
1995, has tripled in the past 
year, and the value of the 
Albanian lek - for three 
years one of the most stable 
currencies in eastern 
Europe - has lost nearly a 
quarter of its value in the 
first troubled weeks of this 


year. 

Exiled from Tirana in the 
second half of the 1980s 
because of a suspect family 
history stemming from his 
grandfather's emigration to 
the US before the first 
world war, the ascetic Mr 
Luniku learned monetary 
policy and foreign 
languages from books 
while working at a remote 
branch of a state bank in 
Albania's northern 
mountains. 

He had been exiled to 
Puke, “one of the poorest 


and coldest areas of the 
country”, despite 'i 
graduating in economies in 
1986 with the best marks in 
his year. 

"I thought 1 was going to 
work at the university, I 
had the top marks, but you 
needed a political friend, 
and I had not got one,” he 
recalls. 

He was brought back to 
the monolithic state hank 
in Tirana in 1990 with a 
brief to develop monetary 
policy, and was drafted into 
the central bank as deputy 
governor when it was 
created in 1992. He became 
governor in December 1994. 

Albania emerged 
chaotically into the modern 
world in 1991 with scarcely 
any of the institutions that 
a western state takes for 
granted. 

It fell to Mr Luniks to 
establish much of the legal 
framework and the 
fractions of the country’s 
central bank, a task in 
which he has taken 
justifiable pride. 

“Four years ago we were 
just 20 people, now we are 
more than 300,” he says. 
“Our targets were to 
establish an efficient 


monetary policy to allow 
sustainable growth and to 
lower unemployment and 
strengthen the external 
position of Albania. The 
other aim was to establish 
an efficient banking system 
and financial markets.” 

Mr Luniku has earned 
the greatest respect among 
his peers in western 
capitals and at the 
international financial 
institutions, which have 
accompanied each' painful 
step of the development of 
the Bank of Albania. He 
has fought tenaciously to 
establish its independence 
and to cutback Its role in 
financing the state budget 
deficit 

As he fights to main tain 
the value of the Lek, Mr 
Lunfku is adamant that 
there must be no _ 
government-financed 
bail-out of Investors in the 
failed pyramid schemes for 
fear of triggering 
hyperinflation. 

The central bank began 
to alert the government 
about 18 months ago to the 
dangers posed by the 
growth of the pyramid 
schemes, hut such 
warnings only started to be 
echoed in public by 
government ministers in 
October. Hie revised Bank 
of Albania l aw pa ssed in 
early 1996 e ff ec tiv ely 
banned deposit-taking by 
any institution other than a 
licensed bank, but the law 
has never been 
implemented effectively by 
the judicial authorities. 

Drafts of other laws on 
money laundering and 
usury are still to be passed 
by parliament 

“No central bank can do 
more than we have done,” 
says Mr Luniku. “The 
powerful c h aracter of 
money acts in a very 
unpleasant way in 
countries where a market 

economy is not established 

and not fully accepted.” 
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SAVINGS BANK OF ALBANIA 

SAVE MONEY 

LET’S THINK FOR THE FUTURE 


With 5 years of growth, wc are among the largest financial 
institutions in Albania. More than 200 branches and offices aD over 
the land. wc. as a universal bank, have created a full range of 
banking services. 

Main c or respoodepec banks of the Savings Bank of Albania are: 
C1ROCREDIT - VIENNA. UNION BANK OF SWITZERLAND - 
ZURICH, COMMERZBANK-FRANKFURT. BANQUE 
NATION ALE DE PARIS - PARIS, LLOYDS BANK PIX - 
LONDON. BANCA COMERCIALE riALIANA - MILANO, 
ISTTTUTO BANCARIO SAN PAOLO DI TORINO - TORINO. 
AMERICAN EXPRESS BANK ■ FRANKFURT. CHASE NY, 
BANKERS TRUST etc. 


We want to establish a fruitful partnership with other banka and good 
service for clients - the Savings Bank is here to serve you and your 

banking needs. 


Don’t hesitate to contact SAVINGS BANK OF ALBANIA 


YOUR TRUSTED BUSINESS PARTNER 
Address: Rraga "Dcsinnoitf c 4 dikurtil" No 6 - Thane - Albania 
Tel: ++/3S5-42/226-49; 243-40: 249-72; 254-16. 

Fax: ++/3S5-4 2/235-87; 236-95. Telex 2 192 SA BANK AB. 
Cnbte: SAVINGS BANK -TIRANA; SWIFT CODE: SGSBALTX 



RURAL COMMERCIAL 
RANK - 


TOUR SUCCESSFUL 
PARTNER IN ALBANIA 


Rural Commercial Bank is one of the mam banks of Albania, 
operating in all the major cities of the connuy and playing an 
important role in the Albanian economy. Provi ding reliable 
banking sendees and direct access to the Albanian markets . If 
you need a partner you can rely on, come to us. Our 
cooperation could be the start for a perfect partnership. 


RCB ■ WORTHY OF YOUR TRUST 


RURAL COMMERCIAL BANK, 

M Zban O’ Ark” Boulevard, Tirana. Albania. 


Tels +355 42 270 80/297 79 • 
Fax: +355 42 283 31/284 77 
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PYRAMID FINANCE SCHEMES • by Kerin Hope 


ALBANIA 3 


It's worse than a disaster . . . ’ 


The opportunity 
to invest savings 
at 8% interest per 
month was too 
good to resist 

Mr Bid ax Zeqo, a clarinet 
player until he fled Albania 
to work illegally on a Greek 
farm, is Killing time playing 
bingo In a smoky h a l l in cen- 
tral Tirana. He lost his 
entire savings of $24,000 in 
the collapse of Albania's pyr- 
amid finance schemes, nwri 
now Daces the agonising deci- 
sion of whether to return to 
Greece and start all over 
again. 

“It is worse than a disas- 
ter," he says. “Our children 
were looking forward to 
making their life here. At 
first I made money, but I re- 
invested. and now every cent 
is gone." 

Mr Zeqo, 41, planned to set 
up his own business trans- 
porting fresh fruit arid vege- 
tables flora Berat, in central 
Albania, to the Tirana street 
markets in a secondhand 
van he bought last year. He 
was looking for a site in the 
capital to build a house. His 


three children were to start 
English classes. 

Over the past three years. 
Albanians have poured their 
' savings into a sizing of pyra- 
' mid schemes that paid 
monthly interest rates 
exceeding 8 per cent, com- 
pared to annual rates of 
around 20 per cent at the 
state-owned banks. Accord- 
ing to western financial 
observers, some *lbn was 
invested in the schemes, 
equivalent to about 30 per 
cent of the country's gross 
domestic product 

The pyramid schemes 
soaked up remittances from 
Albanians working in Greece 
and Italy, whose relatives at 
home thirsted for consumer 
goods and a western lifestyle 
after decades of grim pov- 
erty. But the excessive 
returns on depositors' funds 
could last only as long as the 
inflow of funds continued. 

Four pyramid schemes 
have collapsed so far, while 
five other deposit-taking 
schemes which claim to 
have productive Investments 
are still operating. The larg- 
est of thPTn L vefa Holdings, 
suspended both interest pay- 
ments and re-payments of 


depositors' capital at the 
beginning of February, how- 
ever. 

The violent demonstra- 
tions that have racked 
Albania over the past four 
weeks, including attacks an 
government buildings and 
offices of the ruling Demo- 
cratic party, grew out of 
investors' desperation at los- 
ing their savings. As pyra- 
mid fever mounted in the 
second half of last year, 
many Albanians sold their 
homes and land to invest, 
with some schemes raising 
monthly interest rates to as 
much as 50 per cent. 

The unrest is also fuelled 
by a widespread belief that 
members of President Sali 
Berisha’s right-wing govern- 
ment were closely linked 
with several pyramid 
schemes which helped 
finance the ruling Demo- 
cratic party campaign in last 
year's general elections. 

Under pressure from the 
International Monetary 
Fond, the government last 
November set up a so-called 
“transparency commission" 
to investigate Informal 
deposit- taking and deter- 
mine whether companies 


that appeared to have pro- 
ductive investments were 
also operating pyramid 
schemes. It has not yet 
reported any findings. 

The government made an 
unsuccessful attempt earlier 
this month to calm unrest by 
distributing some S22?m in 
funds belonging to the Xhaf- 
erri and Populli schemes, 
which both failed in Janu- 
ary, to about 230,000 regis- 
tered investors. The money 
was frozen in two state 
banks and represented 52 
and 60 per cent respectively 
of total deposits in the two 
schemes, according to the 
finance ministry. 

However, the collapse on 
February 5 of Gjallica. a 
deposit-taking company with 
investments that included a 
private dental clinic, a brick 
factory and a dairy plant, 
underlined the risks faced by 
investors in schemes that 
appear to be backed by real 
assets. Gjallica, based in the 
southern port of Vlora, was 
reported to have 80.000 
investors and deposits of at 
least $300m. 

Western financial observ- 
ers believe some schemes 
were underp inne d by income 


Jte" 


POLITICS • by Kerin Hope 


Rough road to democracy 


A fragmented 
opposition will 
attempt to press 
for new elections 
to parliament 

Builders have moved into 
the headquarters of 
Albania’s ruling Democratic 
party to transform the 
crumbling building, with its 
uneven floors and peeling 
paintwork, into a gl eaming 
symbol of power. But no 
refurbishment can mask the 
right-wing Democrats’ dis- 
creditable showing at last 
year’s general elections, 
when they resorted to vote- 
rigging and intimidation in 
order to ensure a new four- 
year parliamentary term. 

Albania has stumbled 
badly an the road to democ- 
racy, and the impact of the 
flawed election is still being 
felt. 

Violence has returned to 
the streets as demonstrators 
protest at the disappearance 
of their hard-earned savings 
In the collapse of Albania's 
pyramid finance schemes. 
President Sali Berisha and 
the prime minister, Mr Alek- 
sander Meksi, stand accused 
of allowing the pyramid 
schemes to flourish as part 
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Mr Berisha lias become' 130 candidates," mainly from 


mare sensitive about using 
communist-era tactics to 
maintain his authority since 
the US. formerly "his stron- 
gest backer, criticised the 
elections and started push- 
ing for political reform. First 
on the agenda would be the 
preparation (if a new consti- 
tution, delayed by the gov- 
ernment’s heavy defeat in a 
1994 referendum on draft 


of building a “feel-good” fac- proposals giving the presi- 


tor in an election year. 

"The main characteristic 
of this state is the lack of 
transparency in everything, 
and only the' corrupt don't 
like transparency. It’s not 
that they can’t control the 
pyramids; they have the 
means to do it This is poli- 
tics. not naivety," says Mr 
Neritan Ceka, chairman of 
the centrist Democratic Alli- 
ance, a splinter group 
formed by co-founders of the 
Democratic party who 
dashed with Mr Berisha. 

In response to the political 
and financial crisis, the frag- 
mented opposition parties 
earlier this month set aside 
their differences to establish 
a Forum for Democracy, led 
by the ex-communist Social- 
ist party, to press for new 
elections. Meanwhile, Mr 
Berisha, mindful of the bar- 
rage of international criti- 
cism he faced over his han- 
dling of the general 
elections, has so far 
attempted to contain the pro- 
tests rather than quell them 
by excessive use of force. 


dent greatly increased pow- 
ers. Next wbuld Come fresh 
parliamentary elections, 
based on the new constitu- 
tion. 

AlbahiaVpolitical leaders 
would agree the constitution 
at an all-party “round-table,"’ 
proposed by the US to 
ensure the. participation of 
the main opposition Socialist 
party. The Socialists are boy- 
cotting parliament, claiming 
the Democrats “stole” the 
election. 

While Mr Berisha has 
accepted the notion of the 
round-table, even calling one 
himself to discuss the pyra- 
mid schemes' collapse, he 
rules out an early election, 
asserting defiantly that he is 
“proud and happy" with 
Albania's electoral record 
since the Democrats came to 
power in 1992. 

Monitors from the Organi- 
sation for Security and 
Cooperation in Europe, how- 
ever, said the election was 
marked by serious irregular- 
ities. The so-called “geno- 
cide" law banned more than 


the ex-communist Socialist 
party, from running because 
of their links with the for- 
mer Stalinist regime. Police 
beat up opposition support- 
ers at election rallies. On 
polling day. May 26, election 
officials were intimidated, 
voters harassed and ballot 
boxes tampered with. 

The Democrats won 
almost 56 per cent of the 
vote but took 122 of the 140 
seats in parliament, thanks 
in part to the opposition par- 
ties’ decision not to contest 
re-runs in 17 constituencies 
where vote-rigging had been 
most flagrant The Socialists 
captured 20 per cent of the 
vote but have refused to take 
up the 10 seats they won. 

Nine smaller parties 
shared the remainder of the 
votes, but only the right- 
wing Republican and Balli 
Kombetax parties and the 
Union of Human Rights, rep- 
resenting the ethnic Greek 
minority, are represented in 
parliament 

Given a chance to redeem 
their record at local govern- 
ment elections in October, 
the Democrats claimed to 
have swept the board again. 
Only one large city, Sbkodra 
in northern Albania, elected 
a mayor who was not from 
the ruling party. The OSCE 
failed to gain access for its 
monitoring team a few days 
before the local government 
poll, but a western diplomat 
in Tirana said: “There ware 
some irregularities - iso- 
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lated incidents of fraud - 
but they were not enough to 
change the outcome." 

The Socialists, battling to 
regroup after a bruising 
party congress, accepted the 
local election results, and 
there is pressure from 
younger members for them 
to resume the role of a demo- 
cratic opposition by taking 
their seats in parliament. 

The young reformers have 
gained ground after forcing 
their elders to agree to write 
marxism out of the party 
constitution and formally 
accept private ownership 
and the need to encourage 
foreign investment. . 

The Socialists are not 
likely to sort out their prob- 
lems until the release from 
jail of Mr Fatos Nano, the 
party chairman and a former 
prime minister, who was 
sentenced to seven years in 
1993 on charges of embezzl- 
ing Italian aid funds. But 
younger party members are 
already clamouring for a dif- 
ferent style in opposition- 

Mr Ilir Meta, 27, who failed 
to win the general-secre- 
tary’s job, the party’s most 
powerful post, at the con- 
gress by just three votes, 
says: “You don't need a 
super-powerful leader. No 
one person can guarantee 
democracy. Things can’t go 
forward without a dialogue, 
but both sides have been 
dominated by intolerance. 
Albania needs a new politi- 
cal class." 

• Profile, Page 4 


Forthcoming 
FT Surveys 
on Eastern 
and Central 
Europe 


from illegal activities, 
including drug-running and 
money laundering, smug- 
gling of oil and weapons to 
Montenegro and Serbia dur- 
ing the UN embargo against 
the rump Yugoslavia, and 
transporting illegal immi- 
grants across the Adriatic to 
Italy. 

Vefa Holdings, which calls 
itself Albania’s largest pri- 
vate company, was among 
the earliest deposit-taking 
schemes, offering interest 
rates of 3 to 5 per cent 
monthly from 1994. ostensi- 
bly to fund productive 
investment It raised rates to 
10 per cent monthly in Janu- 
ary to compete with Xhaferri 
and Populli. but now says 
rates wUl be cut to 3 per cent 
monthly. 

At Vefa's headquarters, a 
villa in the centre of Tirana 
guarded by security men in 
dark glasses and leather 
jackets, flashing dots on a 
large map of Albania indi- 
cate the locations of Vefa’s 
investments. 

“We are not a pyramid 
scheme," says Mr Vehbi Ali- 
mucaj, Vefa's president, 
cracking his knuckles for 
emphasis from behind a desk 
cluttered with statuettes and 
sports trophies. “In five 
years of activity we have 
invested in all facets of life. 
We have five and 10-year 
credits from powerful Italian 
and Hungarian companies. 
We have helped solve social 
problems by employing lots 
of people, about 10,000 to 
12,000. We are part of every 
Albanian family.” 

Mr Alimucaj’s effort to 
present a western corporate 
image stops short of giving 
details of Vefa's balance 
sheet 

Last month, Mr Alimucaj 





Pyramid protest Albanians, many of whom lost all their sawings, take to the at ra cto pu** > 


revived Vefa's application 
for a banking licence, which 
was rejected by the central 
bank last year. Mr Alimucaj 
and the owners of three 
other deposit-taking compa- 
nies under investigation by 
the transparency commis- 
sion - Silva, Kamberi and 
Cena - also announced 
plans to join forces to estab- 
lish a private bank. 


If Vefa were to shut down, 
says Mr Alimucaj, “the citi- 
zens would rebel". The com- 
pany is thought to have 
more than 100,000 investors, 
among them many employ- 
ees of government minis- 
tries. local staff at interna- 
tional agencies operating in 
Tirana and members of the 
Democratic party. 

Western officials in 


describe Vefa as the 
country’s largest pyramid 
scheme and warn that 
measures to overhaul the 
commercial banking system, 
which are expected to be 
among conditions set by the 
International Monetary 
Fund for resuming lending 
to Albania, would be 
undermined if it was allowed 
to open a private bank. 






INVEST IN A NEW ALBANIA 


Albania offers the investor: 

• A well educated, low cost and often multilingual labour force 

• Private foreign ownership of industrial land for investment purposes and BOX 
arrangements for infrastructure projects 

• Successful privatisation programmes of state-owned companies and strategic 
sectors 

• Investment protection and double taxation agreements with a growing number 

of countries - 

• A comprehensive investment promotion package, including tax holidays and 
other fiscal incentives 

• An unspoiled countryside with spectacular mountain scenery, vast forests and 
lakes, and fine sandy beaches. 

The Albanian Center for Foreign Investment Promotion (ACFIP) has one mission 
only: to help the investor establish his/her business in Albania as quickly as 
possible. 

ACFIP provides information on: 

• Investment opportunities and relevant facts related to investment in Albania 

• Albania's legal framework and relevant procedures 

• Suitable local business partners 

ACFIP also facilitates negotiations with potential partners in Albania, 

ACFIP is pleased to announce that in 1997 it will organize conferences 
on business opportunities in the following sectors: 

• Agro-based industries 

• Textile and garment industries 

• The wood processing industry 

The Center, with direct contact to the highest levels of Government and the 
Albanian business . community, has 4 years of experience in attracting foreign direct 
investment into Albania. 

ACFIP is your reliable business partner in this new attractive investment location 
We invite you to contact our Center when you think "Albania" 

Albanian Center for Foreign Investment Promotion 
Bvd. Jeanne D'Ark 
Eksp. Shqiperia Sot 
Tirana, ALBANIA 
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DEFENCE • by Kerin Hope 


Physician to 
stand by 
prescription 


Nation’s army is waiting to sign up 

s „ Tirana ai 


His supporters praise 
President Sab Berisha as a 
reformer who introduced 
democratic politics and the 
beginnings of a market 
economy to Albania. They 
claim that his forceful 
personality - together with 
his fluency in French and 
English - did much to 
persuade international 
credit agencies and 
bilateral donors that 
Europe's poorest country, 
deserved generous backing. 

Even his critics concede 
that Mr Berisha, a 
52-year-old former 
cardiologist succeeded in 
making Albania an area of 
relative stability in the 
Balkans amid the turmoil 
of the Yugoslav wars of 
succession. And few 
Albanians would dispute 
Mr Berisha's ambition of 
eventually integrating his 
country into the European 
Union and Nato. 

Mr Berisha now faces the 
biggest challenge of his 
short career as a 
professional politician. His 
Democratic party has 
already lost credibility 
because of its flawed 
victory in the general 
election last May, which, 
according to western 
observers, was marked by 
widespread ballot-box fraud 
and the intimidation of 
political opponents. 

The government’s 
handling of the violent 
unrest caused by the 
collapse of a string of 
pyramid finance schemes 
will determine both the 
Democratic party’s survival 
in power and Mr Berisha's 
own political future. 

In an interview last 
month, the president 
brushed aside a suggestion 
that the government 
ignored warnings from 
Albania's central bank and 
the International Monetary 
Fund of the immin ent 
collapse of the pyramid 
financing schemes. He 
indicated, however, that it - 
I would follow the advice of 
western institutions and 
avoid mounting a rescue 
scheme for those who lost 
their life savings. 

"Pyramid schemes are a 
phenomenon of capitalism 
in various countries at 
various stages," he said. 
“Albania will stand firm 
against them. I'm sad about 
the pain caused to 
investors, but we cannot 
have macro-economic 
destabilisation which 
would hurt every Albanian. 
There can be no political or 
economic slow-down." 

Just over six years have 
passed since Mr Berisha 



President Berisha: his career 
feces a Us ctiaflenge 

emerged on the Albanian 
political scene as a 
co-founder of the 
Democratic party, after a 
student rebellion in Tirana 
in December 1990 forced 
President Ramiz Alia to 
allow the establishment of 
a pluralist political system. 
’ As a prominent 
cardiologist permitted to 
study In France, Mr 
Berisha belonged to the 
Albanian establishment, 
although he vehemently 
denies that he served as 
personal physician to any 
Of the elderly S talinis t 
nomenklatura. 

Mr Berisha said that at a 
crucial meeting of 
intellectuals with Mr Alia 
in July 1990, called as the 
communists* grip on the 
country was starting to 
weaken, “I asked him to 
abolish the article of the 
constitution giving 
hegemonous power to the 
Communist party. He was 
very aggressive with me. 
but I defended my 
positions." 

At first Mr Berisha 
enjoyed a high approval 
rating, leading the 
Democratic party to a 
sweeping victory in the 
1992 general election and 
earning the praise of 
international observers; : ; 

However, since bis defeat 
in a referendum on a new 
constitution in 1994. when 
voters rejected proposals to 
reinforce the president's 
powers. Mr Berisha has 
been accused by political 
opponents of sanctioning 
the revival of 

communist-era practices of 
intimidation and violence. 

Faced with the prospect 
of continuing unrest over 
the failed pyramid 
schemes, Mr Berisha will 
be looking anxiously to the 
west for political and 
economic support. 

Kerin Hope 


The bizarre days 
are gone; now the 
mili tary chiefs 
want membership 
of Nato 

There can be few countries 
that have developed such 
bizarre defences as the 
concrete bunkers built 
throughout Albania in the 
1970s on the orders of Mr 
Enver Hoxha, the late 
Stalinist dictator. They still 
bear witness to his policy of 
keeping the country poised 
to defend itself against 
imaginary invaders, 
whatever the cost 

From an aircraft 
approaching Tirana's 
international airport, ranks 
of distinctive round bunkers 
can be seen stretching 
across the plain, apparently 
intended to guard the 
Adriatic coastline. 

"About 250,000 were 
constructed,” says Col 
Bektash Kolasi, director of 
planning at the defence 
ministry, "but as it was 


impossible to communicate 
between them, they were not 
of much military use." 

Albania has worked hard 
over the past four years to 
shed its milit arist tradition. 
The armed forces have been 
placed under civilian control 
and their total strength 
cut from 90.000 to 35,000. 
About half the officer corps 
has been made redundant, 
while the 600,000-strong 
reserve force composed 
mainly of villagers, 
including 150,000 women, 
has been disbanded. 

Albania is an enthusiastic 
member of Nato’s 
Partnership for Peace - the 
military co-operation 
network - and, as defence 
ministry officials untiringly 
point out, was the first 
former communist country 
in eastern Europe to apply 
for foil membership of the 
alliance. A small Albanian 
contingent has been serving 
with the Nato peace-keeping 
force in Bosnia. 

“We live in a region bur- 
dened with armaments,” 
says Mr Leonard Demi, sec- 


retary of state for defence. 
"We’d like to join Nato as 
soon as possible. We want to 
meet all the alliance stan- 
dards and create an effective 
army with the smallest pos- 
sible number of personnel." 

Albania plans to rely on a 
small army of 25,000 con- 
scripts, who will serve for 12 
months or less, under the 
command of 6,000 officers 

and 4,000 NCOs, he says. To 
help speed up the modernisa- 
tion, officers who agree to 
voluntary retirement at the 
age of 50 will be paid 50 per 
cent of their salary for two 
years. 

Given Albania's pressing 
need for investment in 
rebuilding infrastructure, 
spending on defence has 
been reduced sharply. Out- 
lays last year were held 
down to 1.8 per cent of gross 
domestic product - the low- 
est In the region - and 4*3 
per cent of government 
spending, Mr Demi says. 

The restructuring has 
been carried out in close 
co-operation with the US. 
which provides military 


advisers and technical assis- 
tance. Officials in Tirana are 
keen to stress, however, that 
US military aid to Albania is 
“non-lethal". They play 
down a pledge made by Mr 
William Perry, US defence 
secretary, during a visit to 
Tirana last year to provide 
Albania with aid worth 
$1Q0 vl 

The US has been supply- 
ing the Albanian army with 
uniforms, trucks and other 
vehicles and a wide range of 
communications equipment 
"aimed at improving inter- 
operability with Nato 
forces.” says Col KolasLThe 
US also provided five coastal 
patrol boats to help enforce 
the UN embargo against 
Serbia and Montenegro dur- 
ing the war in Bosnia. 

An important factor in the 
US -Albanian relationship 
has been the willingness of 
President Sali Berisha's 
right-wing government to 
make military facilities in 
Albania available to US 
forces carrying out surveil- 
lance missions over Serbian 
territory, as if the country 


were already a Nato mem- 

ber. . „ . 

Moreover, Mr Berisha has 
hdd firm in public to the 
western view that neigh- 
bouring Kosovo, the Serbian 
province with an over- 
whelmingly Albanian popu- 
lation, should not seek inde- 
pendence. Albania's dream 
of putting ethnic Albanians 
in both Kosovo and Macedo- 
nia in a Greater Albania is 
rarely mentioned. 

“Albania doesn't have the 
capacity to defend itself,” 
says a western diplomat “It 
makes sense to afro lor Nato 
membership.” 

Military ties with Greece, 
the only Nato member shar- 
ing a border with Albania, 
have been restored after a 
prolonged period of political 
tension, culminating in a 
border incident in 1994 in 
which two Albanian con- 
scripts were killed, allegedly 
by members of a Greek ter- 
rorist group. 

Albanian officers have 
received training in Greece 
ami contacts have intensi- 
fied between the defence 


ministries in Tirana and 
Athens. The Greek defence 
ministry is paying for the 
construction of a new wing 
at Tirana's military hospital- 

In the longer term. 
Albania must address the 
question of procuring weap- 
ons suited to its new. modest 
needs. The army’s obsolete 
Russian tanks, some built 
during the second world 
war, date from Albania s 
participation in. the Warsaw 
pact in the 1950s. Deliveries 
of Chinese equipment ceased 
in the 1970s, but Albania 
continues to manufacture 
small arms. 

Col Kolas! says the air 
force's Chinese-made MiG 
figh ter aircraft are still fly- 
ing. although spare parts are 

difficult to find. Tanks made 
in China to a Russian design 
are also operational. The 
four Russian submarines 
which were stranded in a 
base off the southern Alba- 
nian coast when the Hoxha 
regime split with the Soviet 
Union In I960. . “are still 
afloat, but they can't dive 
any longer.” 


OIL INDUSTRY • by Kevin Done 


Production breakthrough still elusive 


Two offshore 
explorations now 
under way offer 
hope for an 
economic lifeline 

The international oil 
industry has invested more 
than 5150m in oil and gas 
exploration in Albania since 
the early 1990s, but the 
breakthrough that would 
turn the country into a sig- 
nificant new producer of 
hydrocarbons in Europe 
remains elusive. 

Hopes are currently 
pinned on two exploration 
wells, one offshore and one 
onshore, which are being 
drilled by Agip, of Italy, and 
by Ina Naftaplin, the Cro- 
atian oil company. They 
should be completed in the 
coming weeks. 

As the country reels under 
the Impact of weeks of civil 
.unrest over the collapse 'of 
the pyramid finance 
schemes, any discovery of 
commercial quantities of oil 
and gas would assume a 
huge psychological impor- 
tance and would provide a 
lifeline to future economic 
development. 

“We are waiting anxiously 
for tbe results of these two 
wells," says Mr Fatbardh 
Ademi, director of Albania's 
national petroleum agency. 

Foreign oil companies 
believe that the introduction 
of modern exploration and 
production technologies can 
help to transform the pros- 
pects of the sector. 

Much of the plant and 
equipment currently in use 


is antiquated and obsolete, 
and oil output has fallen 
sharply in recent years from 
between 2m and 2£m tonnes 
a year in the early 1960s to 
little more than 500.000 
tonnes a year - or 10.000 bar- 
rels a day - at present. 
Around 50 per cent of 
Albania’s oil products needs 
are now imported. 

The existing industry feces 
dire environmental problems 
onshore, with crude oil leak- 
ing directly onto farmland 
and into streams and rivers 
from corroded and cracked 
wellheads and pipes. 

Despite such formidable 
challenges, ofl. and gas explo- 
ration has attracted more 
foreign investment than any 
other sector In Albania. But 
the effort could begin to Dag 
unless there is a significant 
discovery soon. 

Offshore, three oil groups 
are still working actively - 
OMV, of Austria. Occidental, 
the US oil company, and 
Agip. 

Occidental is due to drill a 
well in deep water on block 
Adriatiku 3 in the summer, 
having completed the prepa- 
ratory seismic work. The 
first well drilled on the block 
in 1995 achieved some gas 
shows, but it was abandoned 
after encountering both tech- 
nical and geological prob- 
lems and very high pressure. 

Most immediate attention 
is focused on Agip, the oper- 
ator and contractor on block 
Adriatiku 4. where the Ital- 
ian group began work at the 
end of December on a second 
weH The first well was dril- 
led jointly with Chevron. 

Agip is drilling chiefly for 
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gas. It has identified a struc- 
ture which is believed to 
straddle the Italian and the 
Albanian sectors of the Adri- 
atic, and the group has 
already found commercial 
quantities of gas on the Ital- 
ian side with its earlier 
Falco discovery. 

"We must wait for the 
results of the two new wells 
on blocks Adriatiku 3 and 4 
to be able to make a judg- 
ment on where offshore 
exploration is going," says 
Mr Ademi. “The early seis- 
mic work ofisbore was very 
promising, but some struc- 
tures no longer look so 
good.” 

While results from tbe 
early years of offshore work 
have been disappointing to 
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date, some promising oppor- 
tunities have begun to open 
up onshore in Albania. 

Under concessions granted 
in the first onshore licensing 
round of the early 1990s,' 
three companies - the 
Anglo-Dutcb Shell group, 
Croatia's Ina Naftaplin, and 
Coparex, of France, are 
working cm four blocks. Ina 
Naftaplin is currently dril- 
ling a deep well at' Peza, 
close to Tirana. It is the first 
well to be drilled onshore in 
the modem era by a foreign 
oil company (excluding a 
joint venture well completed 
by Premier Oil of tbe UK 
with Albpetrol, the state- 
owned oil company;. 

The inhospitable, moun- 
tainous terrain of much of 
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Albania makes the country 
one of the mast difficult and 
expensive in which to cany 
out seismic exploration 
work, and the authorities 
have been forced to allow 
some of the oil companies 
more time in meeting their 
drilling commitments. The 
first well is unlikely to be 
drilled by Coparex until 1998. 

In order to maintain the 
momentum of the explora- 
tion effort, the agency is 
push in g ahead with negotia- 
tions with the international 
oil industry for concessions 
in the second onshore licen- 
sing round, which'it aims to 
complete by June. “We are 
very optimistic after receiv- 
ing more applications than 
we expected," says Mr 


Ademi. “We are confident we 
are going to sign five or six 
agreements." 

Applicants include OMV 
and Occidental, as well as 
new entrants to Albanian oil 
and gas exploration such as 
Enterprise Oil and Clyde 
Petroleum, of the UK, and 
Anschutz, of the US. 

While the big hopes for the 
Albanian ofl and gas indus- 
try are pinned on the pros- 
pect of new discoveries. Alb- 
petrol. the state-owned oil 
company. Is seeking to 
improve output from exist- 
ing fields through a series of 
joint venture agreements for 
enhanced oil recovery 
schemes. 

It is working with Premier 
Oil. of the UK, on a project 
for steam injection on 
Albania’s biggest onshore 
field, Patos Marinze, dose to 
the southern town of Fier. 
The exploratory phase has 
been completed, and the 
partners are Currently facing 
tough financing decisions 
about whether to embark on 
the development stage that 
calls for total expenditure of 
up to $200m over a period of 
four to five yedrs. 

Albpetrol has agreed with 
Fountain Oil, of the US, on a 
project that could lead to the 
drilling of up to 50 horizon- 
tal wells to boost production * 
at the. Gorisht-Koculi field, 
and the state-owned group is 
also awaiting final govern- 
ment approval for an agree- 
ment it has reached with the 
Australian Kltari group for 
the- use of bacterial 
enhanced recovery tech- 
niques on the Cakran-Mollaj 
and BaHsh-Hekal fields. 
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(Patos Marinza Pilot Steam Injection Project) 

PREMIER AND ALBPETROL 
MEET THE CHALLENGE TOGETHER 

Premier Oil the international oil and gas producer, and Albpetrol, 
Albania's state oil and gas company are working together in a unique, 
joint venture to explore, develop and produce Albania's oil reserves. 
The joint venture is currently involved in two thermal pilot projects, 
d rillin g and work-overs in the Patos Marinza oil field, the largest 
onshore field in Europe in terms of original in-place reserves. 
Exploration work is also underway in the Dumre block where 2D 
seismic is being acquired. 

The achievements of this unique joint venture are possible because of 
the successful integration of the local expertise of the Albpetrol team 
and the technology and oilfield management skills of Premier. Many 
companies talk about the potential business benefits of East/West 
European joint ventures, but Premier Oil and Albpetrol are making it 
happen. 

Premier Oil pic 

23 Lower Belgrave Street, London SW1W 0NR 
Telephone 0171 730 1111, Facsimile 0171 730 9887 
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INFRASTRUCTURE * by Kerin Hope 


Utilities are under a huge strain 


Investment from 
the private sector 
is likely to pave 
the way for 
rebuilding 

Inside the dilapidated public 
telephone exchange in Rho- 
gozhine, a small town south 
of Tirana, residents place 
calls by pushing scraps of 
paper with numbers written 
on them through a small 
Opening in a concrete waH If 
a connection Is made, an 
operator's hand emerges, 
proffering the caller a grimy 
telephone receive*. 

Behind the opening, two 
switchboard operators dial 
patiently on old-fashioned 
handsets. Because the town 
has only two long-distance 
telephone lines to serve 
10,000 inhabitants, failed 
connections and long delays 
are frequent, the operators 
say. 

There are just 250 private 
telephones in Rhogozhine, 
belonging to farmiipa whose 
names and addresses appear 
on labels stuck to elderly 
manual switchboards - one 
Russian and another made 
in Italy before the second 
world war. 

Albania has only 1.4 fixed- 
wire telephones fear every 100 
inhabitants, compared to 6.3 
in Macedonia and 49 in 
Greece. Lines are now easily 
available in Tirana, thanks 
to the installation of a digi- 
tal exchange, but in the 
countryside where two- 
thirds of the population live, 
there are so few telephones 
that Albanians working 
abroad relay messages home 
through special programmes 
broadcast by local radio sta- 
tions. 

The modernisation of 
Albania's neglected infra- 
structure, from telecommu- 
nications and power and 
water supplies to roads, har- 
bours and airports, is assum- 
ing more urgency as the gov- 
ernment seeks to sustain 
high economic growth and 
attract foreign investment in 
sectors that are Important 
for the future, such as min- 
ing, tourism and energy. 

Albania’s policy of self-iso- 
lation under communism 
added an ideological obstacle 
to the development of trans- 
port and telecommunica- 
tions, which was already 
hampered by its ruggedly 
mountainous terrain. In the 



Throughout the country motorised traffic has to negotiate poorly-maintained roads - and horse-drawn carts 
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past three years, the rapid 
expansion of trade, together 
with the effects of restruct- 
uring In key sectors such as 
agriculture, have put an 
enormous strain on the 
country's inadequate utili- 
ties and transport system. 

About 60 per cent of 
Albania's current three-year 
Lek 122.5 bn programme for 
public investment is being 
spent on repairing and 
modernising basic infra- 
structure. The plan, 
launched last year, includes 
Lek33.7bn in funding for 
transport improvements and 
Lek22.7bn for upgrading 
water supplies. A total of 
Leki0.Sbn is earmarked for 
the energy sector and 
Lek3.6bn for telecommunica- 
tions. 

According to Mr Edmond 
Leka, bead of the finance 
ministry’s economic develop- 
ment department, about 60 
per cent of the enrrent 
investment programme is 
being financed through for- 
eign aid. In addition to loans 
from the World Bank. Japan 
and the European Bank for 
Reconstruction and Develop- 
ment, funding is provided by 
EU grants and. bilateral 
donors, led by Italy. 

In the longer term, how- 
ever, the government will 
have to seek private-sector 
investment and build-oper- 
ate- transfer projects in order 
to complete the rebuilding of 
infrastructure.. As- a first 
step, the energy sector - 
including power generation 
ami distribution - is being 


opened up to strategic inves- 
tors. 

Mr Abdyl Xhaja, energy 
minister, says the govern- 
ment is looking for strategic 
investors to take stakes of 70 
per cent in the electricity 
distribution networks for 
Vlora, Elbasan and Shkodra, 
three of Albanian’s largest 
cities. “First comes the pri- 
vatisation of distribution, 
then of electricity genera- 
tion," he says. “New capac- 
ity will be privately owned, 
and only transmission will 
remain in state hands." 

In the meantime, the pub- 
lic investment programme 
calls for outlays of Lek9.9bn 
to rehabilitate four of the 10 
ageing Russian and Chinese- 
built hydropower plants 
which provide some 90 per 
cent of Albania's electricity 
output, and to reduce power 
losses in the inefficient elec- 
tricity transmission and dis- 
tribution systems. 

While industrial consump- 
tion has fallen sharply with 
the closure erf many Alba- 
nian factories, households 
are consuming more electric- 
ity than ever. Their use of 
newly-acquired consumer 
goods such as washing 
machines, driers and space 
heaters has overwhelmed 
urban distribution networks. 
There are daily power cuts 
in Tirana and other cities in 
the winter months. 

A report by the World 
Bank estimates that as much 
as 49 per cent of Albania’s 
total electricity output is lost 
from the distribution sysr 


tem. with theft by house- 
holds making illegal connec- 
tions to the network 
accounting for some 36 per 
cent. 

Another unexpected out- 
growth of the market econ- 
omy, a surge in ownership of 
private vehicles after a 50- 
year ban under communism, 
is blamed for the swift dete- 
rioration in Albania's roads 
network. There are now 
more than 94,000 private cars 
in Albania, compared with 
fewer than 10.000 in 1991 
when the ban was lifted. 

Investment in roads is 
focused on creating north- 
south and west-east corri- 
dors for cross-border traffic. 
But the immediate priority 
has to be the widening and 
resurfacing of narrow, pot- 
holed highways used both by 
transit trucks and local traf- 
fic, including pack -mules 
and horse-drawn carts. 

Mr Arben Babameto. state 
secretary for transport says: 
“It’s true that the roads have 
been getting worse, not bet- 
ter. This is because funds for 
renovation are not sufficient, 
and have sometimes been 
used badly." 

A total of Lek4.6bn is allo- 
cated for upgrading the 
430km north-south road from 
the border with Montenegro 
to Kakavije on the Greek 
frontier. 

Another Lek7.1bn will go 
towards improving the 
mountainous 240km east- 
west corridor from the port 
of Durres to the Macedonian 
border, which is planned to 


become a transit route from 
the Adriatic through 
Albania, Macedonia and Bul- 
garia to the Black Sea. 

Durres port itself is being 
modernised through a 
LeK3.Sbn project to improve 
docking, cargo handling and 
warehouse facilities. The 
plan also provides for con- 
struction of a ferry terminal 
to handle a rising volume of 
passenger traffic. 

Albania's fixed-wire tele- 
coms network is gradually 
being improved. Five more 
digital switches are to be 
installed, adding 5 4,000 new 
lines to city networks by 
1999, and fibre-optic cable is 
being laid as part of a net- 
work of trans-Baikan links, 
but a project to improve 
rural telecommunications is 
lagging. 

Last year. Albanian Mobile 
Communications, a state- 
owned company, launched 
the country’s first mobile 
telephony service, a GSM 
network built by Alcatel 
of France at a cost of 
$8. 5m- The cellular network 
is to cover Tirana. Shkodra 
and Vlora before being 
extended to the rest of the 
country. 

While the mobile network 
should give a boost to busi- 
ness activity, and win reas- 
sure foreign investors of 
Albania's commitment to 
rapid development. AMCs 
$900 subscription fee and 
high operating charges are 
well beyond the reach of an 
average Albanian with a sal- 
ary of about $80 a month. 



built on shaky foundations 


A glance at the signs " 
outside Tirana's new cafes . 
-t Bar Soros. Dolce Vita* ;• . 
John Belushi Bar - reveals 
the impatience of young • 
Albanian entrepreneurs to 
acquire wealth "and fame. - 
Neon lights and colourful 
window displayscoptrast 
with the capitaTs drab : 
Staliuisrieya h nfldtng s, •" 
hong with lines of washing- 
and spotted with satellite' - 
dishes. The indoor fixtures 
of a typical cafe:- • 
wood-panelling, stereo 
speakers and ah espresso 
machine - ragged that 
substantial investment is 
needed to enter a' fiercely 
competitive marketi- 
‘ vet few of the bars* cafes 
.and card saloons that bay© 
proliferated around the city 
since .Albania's economic. - 
transition took off three . 


based on solid 1 foundations. 
Many have been 

constructed illegally oij . 

poblidyowted tendr- ' 

including parks and _ . 

' xvdreatfofr grounds. * 

-The John Betasfai*-.for . . 
example - named after the 1 
Hollywood -actor of ethnic - 
Albanian origin - is one of 
several cafes btdlt on the 
banks of the Lana river; 
which carries untreated 


before being voted into the 

* " city hail at JastOct Oder's • - 
' Intel Sections- He says the 

• council is'retactaxit to pull 
- down iUpgai fra ming s - 
'■ “because; theso people have 
Investedevea; yttongthey 
bavein order to put -them 
- -. up”- -- •; 

■_ Thank's population ibis 
swelled from 350,000 to 
.655,060 in ffie last fire 
.years and is protected to. 
reach la fry 2005, according 
toMrBroJha,. Village . 

-• penple pom^ into the city 

"'after' 'tite collapse of fhe - 
. ; communist regime, which - 
■’ hamift S AgumSai fanSKm 
-• from merringiu the capital 
. and used intern®* “ a 
j political weaponagainst 
dissent.- 

At Kaaz a. on the '• 
north-westerh edge of . 
Tirana, a makeshift 
' settlement- of wooden hots, v 
huflt mainlyby Immigrants 
: from northern Albania, is 

* being transformed into a 
. suburb of toreeze-hlack 

homes. Its'rteldeiitsteke . 

electricity dfrfectly from t he 

distribution Uetwark,and .-• 

Srater from the mains, 1 ' 

; .without paying. There are . " 
no public facilities for '■* 
waste disposal. 

: in central Tirana, private 
contractors are Qlltog 


Mr Albert JBntfka, mayor 
id Tirana, , was the ’ 


party's boss for. the capital 


Uogks (rfodmmtmist-CTa - 
housing with smart new 
apartment btdldtogs, tothe 
annoyance of residents who 


bought their homes from 
the state in the early 1990s. 
Many such sites have been 
reclaimed by the 
descendants of former ■ 
private owners and sold for 
development. 

“We came downstairs one 
morning to find our garage 
being demolished,” says 
Mrs Mbnoza Gjoka, a social 
security institute employee 
who lives In an old . 

. apartment block near the 
city centre. “Now there's a 
six-floor bunding going up 
in the yard. It win shut out 
light and take away the 
children's playing area.” 

Even by the standards of 
aranmmist eastern Europe, 
Tirana was a dull capital, 
with traffic restricted to 
bicycles, horse-carts and. 
elderly buses. Far most 
residents, entertainment 
consisted of a weekly 
performance at the Palace 
of Culture or ah evening 
stroll along the river bank. 

Small- scale b usiness 
activity has transformed 
the city, from corner 
grocery shopsand 
secondhand riothes dealers 
who invite customers to 
select a garment from a ' 
heap on the ground, to a 
few supermarkets and . 
shops selling ItaHan-label 
dooms and accessories. 

Billiards, bingo and vidro 
games are played around 
the dock in Tirana. The 
most popular car is a 


secondhand Mercedes, 
exuding fumes from 
poor-quality fuel. 

Concern is growing over 
the environmental impact 
of the changes. 

Atmospheric pollution has 
increased, and although the 
city’s main streets are kept 
clean, rubbish piles up in 
back streets and empty 
plots. 

" A United Nations 
Development Programme 
report describing urban 
conditions in Albania says: 
“The explosion in the 
number of vehicles in 
Albania has raised serious 
concerns about air 
quality.. -the quality of life 
in residential areas is 
greatly hampered by 
communal space foil of mud 
or dirt, garbage and 
discarded junk. .. green 
areas have been severely 
. encroached an by bars, 
kiosks mid parking spaces. 
What green is left Is poorly 
maintained.” 

Tirana's neglected 
'i nfras truc tu r e is unable to 
meet the demands imposed 
by its fast- g ro wing 
population. Water is only 
available for four of five 
hours a' day. The 
overloading of an electricity 
system designed for 
tadustrialrather than 
domestic consumers causes 
daily potter cuts. 

The w aste disposal 

system is in such disrepair 


than raw sewage seeps into 
the water supply, while a 
plan for a biological 
treatment plant for Tirana, 
which would be the first to 
be constructed to Albania, 

Is still at the study stage. - 
A master plan for the 
city, drawn up to 1991. is 
already out of date. The 
mayor says that a new 
land-use plan, to be 
completed later this year, 
win become the baste for an 
effort to control ftiture 
development Be is 
optimistic that, as more 
funds become available 
from international agencies 
and bilateral donors, the 
city's water, power and 
waste disposal problems 
will be solved. 

Funding has been secured 
for a 244m project to 
complete a new dam 25km 
from Tirana and build a 
pipeline to connect with the 
main, water supply, Mr 
BroJfca says. Over the next, 
four years,. $llm will be 
spent to upgrade the power 
distribution system to 
prevent overloading; while 
the installation of new 
-metering systems will 
.reduce theft 

“We’re constructing 1 a - 
new state,” he says. 
“Whatever the problems, 
life to Tirana is stiB better 
now than It was five years 
ago.” 

Kerin Hope 



DARDANIA BANK 
Tirana; Albania 



AlbanUm bonk exter&toe brtorurtianol business 

netmoS^nung foreign end ' 

We offer a range of Banking senwxe featuring? 

■ International payments and account services 
m Credit and loan business 
m ■freasurv and foreign exeh _ 
m Letters of Credit transactions 
m Clearing cheques 

Daidania Bank- Your banking partner in Albania 

OeshumrilteKainbit "VEVE" Center 
TeL 355-42-28759 
35052 
350 53 
35054 
Hr: 30566 

Tdwc 2298 DB BANK AB 


ADRIA AIRWAYS 


THE AIRLINE OP SLOVEMA 

YOUR BEST CHOICE TO TIRANA 

FROM: AMSTERDAM, BARCELONA, COPENHAGEN, 
FRANKFURT, LJUBLJANA, LONDON, MUNICH, 
PARIS.TEL AVIV, VIENNA AND ZURICH 


LJUBLJANA 

Head Office 

Kuznwcev-a 7 
Tat [061} 133-«338 
Fate 1061) 323 356 


FRANKFURT 
Grasse Eschenhebner 
Sir. 43 

Tel: 1069} 290 274 
Fax; 1069) 291 064 


LONDON 
49 Conduit St 
W1 9FB 

Tel: (0171) 734 4630 
Fax:(0171)267 5476 


ALBANIA 


Flights and Group Tours from 

£382.00 -•-taxes 

Fi»r more details calk 

International Travel 
Service 

TeL- 0161 S39 2222 
6 weekly flights 
AUSTRIAN AIRLINES > 


LATA 


ATOL 


y 




THE INSURANCE INSTITUTE OF ALBANIA 
IS THE ONLY COMPANY THAT PROVIDES 
INSURANCE ACTIVITIES IN THE 
TERRITORY OF ALBANIA, 

INSIG OFFERS THE FOLLOWING SERVICES: 

- Fire and additional perils insurance 

- Theft insurance 

- Machinery breakdown insurance 

- CAR insurance 

- EAR insurance 

- Business interruption insurance 

- Cash in Transit & Cash in Safe 

- Agriculture & Livestock insurance 

- Marine Hull and Cargo 

- Third Parly Liability for Motor vehicles 

- Green Card 

- Comprehensive motor insurance 

- Personal accidents 

- Travel Health Insurance 

- Passengers insurance 

- Credit insurance 

- Public & Product Liability 

- Guarantees 

INSIG has branches throughout the country 

Through its financial capacities and relationship with top foreign 
reinsurance companies such as Munich Re, Germany, Generali-Trieste 
and well-known brokers such as Willis Faber & Dumas Ltd, London, 
INSIG guarantees total reliability. 

Address: Rruga e Dibres, Nr.91, Tirana, Albania 
Tel: +355 42 341 70; 341 68 
Telefax: +355 42 341 80 
Telex: 22 45 Insig ab 


ALBPETROL SH.A. is the only Oil 
Company in Albania which is carrying out 
Hydrocarbon Operations together with foreign 
companies for exploration & production, 
including Investment,- Marketing, Export and 
Import of Refining Oil Products as well. 
Albpetrol Sh.A. is the most profitable 
Company in Albania. We invite companies 
worldwide to contact us by fax to participate in 
the activities which Albpetrol Sh.A. is 
developing in Albania. 

m 

albpetrol 

ALBPETROL 

HER/PATOS 
ALBANIA 
TEL: +355-642 3292 
+355-642 2052 
FAX: +355-642 2052 


INCAT. THE OUTLET FOR JCB 
IN ALBANIA. 

Only INCAT eon meet all of your JCB needs In Albania. As well as supplying the 
construction range renowned the world over for performance, reliability and versatility, 
INCAT can provide the highest standard of support With 24 hour service vans, parte 
and service engineers, and the full support of the JCB worldwide network, you can be 
sure the beck-up is every bit as good as the machines. INCAT. The Albanian tor JCB. 


INCAT (Albania) Limited, Villa No. 5, Durres Beach, Dunes, Albania. Tel/Fax: 355 522 3855. 
Manager Mrs Simone BracL 

INCAT Group, 29 HHI Street, St Hefier, Jersey Cl, JE2 4UA. Tel: 01534 58859. Fax: 01534 58834. 
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PRIVATISATION AND FOREIGN INVESTMENT • by Kevin Done 

Investor sentiment is put to 



A denaBct factory portrays the pfigfit of many industries waiting for a new lease of life on the back of foreign Inve s tment pmumm ftm 


Civil unrest adds 
another doubt 
over state plans 
for selling 
strategic stakes 

At midday on March 10. on 
the third floor of the Alba- 
nian finance ministry, an 
auction is due to take place 
for the sale of a 70 per cent 
stake in the Elbasan cement 
plant - for cash. A day later, 
a 70 per cent stake is due to 
be sold in the associated 
limestone quarry. 

The sell-off of the cement 
plant has for some time 
promised to reveal much 
about foreign groups' readi- 
ness to invest in the coun- 
try. 

In the midst of the current 
nationwide turmoil over the 
collapse of pyramid finance 
schemes, the start of cash 
sales of some of the more 
attractive state assets has 
suddenly become a much 
more crucial test of investor 
sentiment, as well as a dem- 
onstration of the govern- 
ment’s ability to weather the 
present crisis and keep on 
track its ambitious privatisa- 
tion programme. 

A total of 15 companies in 
sectors from cement to win- 
eries. oil product trading, 
printing and textiles are due 
to be sold next month, and 
another 20 are slated for 
sell-off in the second quarter. 

Government plans to pri- 
vatise strategic holdings in 
key industries such as 
cement, oil and chrome, in 
the utilities an d in the finan - 
cial sector depend crucially 
on attracting strategic for- 
eign investors willing to 
invest both capital and mod- 
ern technology. 

Acceleration of the privati- 
sation effort has been made 
a key priority of the new 
government formed by 
Prime Minister Aleksander 
Meksi after last summer's 
controversial general elec- 
tions. 

A privatisation ministry 
was formed by carving this 
function out of the finance 
minis try, and the appoint- 
ment as privatisation minis- 
ter of Mr Dylber Vrioni. the 
former deputy prime minis - 
ter and finance minister. 


was designed to show a 
much-needed sense of 
urgency. 

The chaotic events of 
recent weeks now threaten 
to throw the programme off 
course, however, and at the 
very least will make poten- 
tial investors think very 
carefully about the wisdom 
of putting capital into a 
country that has become One 
of the most volatile in the 
region. 

After a year of drift in 
1996, as it fought both gen- 
eral and local elections, the 
right-wing government of 
President Sali Berisha must 
make up lost ground. Recent 
economic setbacks have 
jeopardised the earlier suc- 
cess in stabilising the econ- 
omy. 

The ruling Democratic 
party was lauded for its 
early reform actions, which 
supported the rapid growth 
of the private sector 
and sustained remarkable 
early progress in cutting 
inflation and stimulating 
growth in the years from 
1993 to 1995. 

Allied with the collapse of 
many state-owned heavy 
industry sectors, small-scale 


privatisation moved rapidly 
in the early 1990s. Most of 
agriculture, construction, 
road transport, retail trade 
and the food industry is now 
in private hands. 

According to the European 
Bank for Reconstruction and 
Development, the private 
sector accounts for around 
75 per cent of the gross 
domestic product of Albania, 
one of the highest levels 
achieved anywhere in the 
whole of former communist 
eastern Europe. 

The government faces a 
formidable challenge, how- 
ever, to make the leap from 
small-scale privatisation to 
privatising strategic indus- 
tries and the utilities, to try 
to attract the kind of invest- 
ment that can bring modem 
technology to Europe's poor- 
est country. 

A recent World B ank 
report said the momentum 
of privatisation was lost in 
the first rounds of a mass 
voucher privatisation pro- 
gramme launched in 1995-96, 
which was undermined by 
problems of restitution and 
ownership issues. 

“Progress in privatising 
the banks is now the highest 


priority challenge to the gov- 
ernment. followed by privati- 
sation of infrastructure and 
strategic enterprises. With- 
out concrete results in these 
areas, Albania's reform pro- 
gramme may lose credibility, 
and private sector develop- 
ment may be compromised," 
says the report. 

Western financial officials 
maintain that it is difficult 

to imagine how a return to 
high growth and low infla- 
tion can be achieved without 
far-reaching privatisation 
and restructuring in these 
areas. 

The turbulent clashes on 
the streets have added a 
massive new ingredient of 
uncertainty, but even with- 
out the crisis surrounding 
the collapse of the pyramid 
finance schemes, the trend 
of developments in privatisa- 
tion and foreign investment 
was clouded- Many schemes 
are talked about in Albania, 
few come to fruition. 

There are some signs how- 
ever, that certain large-scale 
foreign investments may be 
about to follow the mainly 
small and medium-sized 
Investments made so far 
from Italy and Greece in sec- 


tors such as contract produc- 
tion of shoes and clothing, 
and food processing. 

Mr Selami Xhepa, director 
of Albania's Centre for For- 
eign Investment Promotion, 
says the sale of the Elbasan 
cement plant for example, is 
generating strong interest, 
with potential buyers emerg- 
ing from Greece, Italy, Swit- 
zerland, Ireland, Spain. 
Turkey. Belgium and as 
far away as China. The 
test will come at next 
month's finance ministry 
auction. 

Mr Werner Wmtermeyer, a 
Swiss investor who has been 
working in Albania far sev- 
eral years, says that his com- 
pany - Spacelift Engineering 
- is close to Pmniiging a deal 
to build a im-tonnes-a-year 
cement plant in southern 
Albania in a development 
that could involve a total 
investment of around 
DM540m and would create 
nearly 1,000 jobs. All the nec- 
essary government approv- 
als have been received, be 
says, and the financing from 
a consortium of interna- 
tional banks, should be com- 
pleted shortly. 

Local representatives of 


test 

Preussag. the German engi- 
neering, metals and mining 
group, insist that a deal is 
ready for signing for the pur- 
chase of an 80 per cent stake 
in the Albanian chrome 
industry, potentially one of 
the most interesting sectors, 
where Albania accounts for 
the biggest reserves of 
chrome ore in. Europe. The 
joint venture which includes 
Preussag and Zimasco, the 
big chrome producer in Zim- 
babwe is set to pay $3.5m fee- 
its stake with a commitment 
to invest a further $83m to 
modernise the chrome mines 
and ferrochrome smelters, 
much of which were devel- 
oped with Chinese technol- 
ogy from the 1960s. 

Some scepticism still sur- 
rounds the d ea l, however, in 
the face of the collapse in 

ferrochrome prices on world 

markets during the past 
year. 

The deal is urgently 
needed. A year ago Preussag 
had already concluded that 
conditions at the plants and 
min es were “very desolate" 
and had warned that “with- 
out any high investment the 
production of the Albanian 
chromium industry will col- 
lapse within the next 2-3 
years”. Meanwhile, backers 
of Anglo- Adriatic, Albania's 
first voucher privatisation 
fund, maintain that they are 
close to finalising several 
deals, which would bring for- 
eign strategic Investors into 
ventures ranging from brew- 
ing to pharmaceuticals. 

No firm timetable exists 
for the key privatisations in 
sectors such as telecommu- 
nications and power genera- 
tion, but the privatisation 
minister insists the govern- 
ment “wants to conclude 
this unde rtaking to privatise 
the economy and to do it 
soundly, steadily and legally. 
We are determined to go 
an.” 

Cautionary tales abound 
in Tirana from investors 
that have encountered 
severe difficulties with early 
ventures into the country, 
however. “This is the wild 
east," says one western 
investor in Tirana. “There is 
going to be trouble for some 
time, but that also offers 
opportunities. We are press- 
ing an regardless.” 
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Not only 

do we see the potential, 
we're committed 


National Bank of Greece in the Balkans 

® in Tirana 
g in Sofia 
o in Bucharest 

JEly establishing a branch network in the capital s of Albania, Bulgaria and Romania, 

National Bank of Greece is well-positioned to serve the growing needs of the Balkan markets. 

Through branches in Tirana, Sofia and Bucharest, National Bank of Greece can provide its 
clients with efficient and reliable commercial banking products and services, especially trade 
finance corporate lending and forex transactions. 


to developing it. 


As capital markets develop and privatisation processes accelerate, National Bank of Greece 
will expand its investment banking activities throughout the Balkans ■. 


As the largest overseas investor in Albania, MAK-Albania 
is committed to the long-term development of the country. 


The opening up of the Balkan markets offers the prospect of opportunity and growth. 
National Bank of Greece is now ready to face this challenge in Tirana, Sofia and Bucharest 


\\ fA H e are active investors in 

\V / \V; 

u <_• Albania. Not only do we 
invest money, we invest skills. 
Among other activities, our 
parent company, the K ha raft 
Group is Kuwait's largest 
international construction 
company and one ot our first 
projects in the country was the 
building of a 140-bed hospital. 
Since then, we have developed 
and built a motel and a multi- 
villa residential complex. 
Currently, we are developing 
and building a 220- room hotel 
and leisure complex in Tirana. 

Just completed is the first phase 
of 'Alpine Village', a residential 
development in a spectacular 
mountain setting next to our 
Chateau Linza motel 6km from 
the capital. In the south of the . 
country, we an? planning a 
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large tourist complex at 
S.iranda, on the beautiful 
coastal area opposite Corfu. 

The potential for growth in the 
country is all around us - and 
above. In 1995. we took over 
Albanian Airlines. Scheduled 
services now connect Tirana 
with Rome. Bologna, Munich 
and Istanbul. 

When Albania reaches its full 
potential as a summer (and 
winter) holiday destination, 
you’ll s«? Albanian Airlines 
expand to other destinations. 

Albania has a history going back 
to the times of ancient Rome 
and Greece. Today, as Europe's 
’youngest’ economy, it has the 
vigour of youth on its side - 
plus our long-term commitmenL 



SHeshi 'Italia' Tirana, Albania. 

Tel: HO 355 (0)42 27*06 - 23703 - 2363 


Fax: 00 355 (0)42 23768 


i 


TIRANA BRANCH 

Brvttvtvdi Dahirum 

eKntnNi72 

Timna-AIbarua 

TrL: +35542-3361: 

+35542-3362/ 

Fjx.:+3S542-336/3 


SOFIA BRANCH 
X Triodhsa St 
1000 Sofia- Bulgaria 
TeL+SSM-9815010 
FOL.-+3S92-98069SO 


BUCHAREST BRANCH 
Stone* Cauer, Btoctd B2 
B-Dul Dimtoie Canumir Nr. I 
Etojid & Tmraonul Nr, 2 
Bbouritor Nr. 613414 
Sector 4 Budmat-Rnmania 
TeL +40/ -3303457 +401-3301682 
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TIONAL BANK 
OF GREECE 



Albania in its process of privatization is trying to finish the 

privatization of medium enterprises and to begin with the 

privatization of the strategical sectors. 

We are glad to answer your questions and to accept your proposals. 
Please contact the following address. 

REPUBLIC OF ALBANIA 
MINISTRY OF PRIVATIZATION 

Address: Bulevardi “Deshmoret e Kombit” Tirana 

Mr. Dylber VRIONI Mr. Iran Veseshta 

Minister Deputy Minister 

Tel/Fax: 00355 42 350 62 Tel/Fax: 0035542 278 78 
Directorate for privatization of Strategical Enterprises 
Mr Indrit Selba, Director Tel/Fax: 00355 42 278 78 










